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In 1981, Congress passed the Economie Recovery Tax Act of 1981 
(ERTA). One of the major provisions of ERTA is the Accelerated Cost 
Recovery System (ACRS) of depreciation. ACRS allows for a more rapid 
recovery of the cost of a depreciable asset than existed under prior 
law. At the federal level, this accelerated cost recovery is expected 
to result in substantial revenue loss. The benefit of the revenue loss 
is a hoped for stimulation to capital investment to spur economic 
recovery. During the deliberations leading to the enactment of ERTA, 
much attention was focused on this revenue loss at the federal level. 
Little attention, however, was directed toward the revenue impact on 
states whose tax base conformed to the federal tax base.
This study examines the revenue impact of the ACRS provisions on 
the State of Florida corporate tax revenues for the years 1982-1985.
The examination makes use of both state data and national data. First, 
a Florida /U.S. model is constructed by relating Florida taxable 
income to U.S. taxable income for each industry represented in the 
sample of Florida corporate tax returns. This model allows for the use 
of national investment information. At the national level, a 
determination is made of expected investment for each industry 
represented in the Florida /U.S. model, for the years 1982-1985. 
Depreciation calculations are made for this investment, by industry, 
under pre-ERTA law and under ACRS. The difference in depreciation,
xi
again by industry, is translated to the state level by use of the 
relationships established in the Florida / U.S. model.
At the state level, the change in depreciation is multiplied by 
the 5% state corporate tax rate. The result of this procedure is the 
gross revenue impact to the State of Florida caused by the ACRS 
provisions. This gross revenue impact is reduced to a net figure for 
the years 1982-1984 by the emergency excise tax. The emergency excise 
tax was enacted by the Florida Legislature in an effort to negate the 
anticipated revenue loss from the ACRS provisions. This excise tax 
expires after 1984.
CHAPTER 1
INTRODUCTION AND OVERVIEW OF STUDY
INTRODUCTION
A major source of revenue for the federal government and for many
state governments is the income tax. While the federal government
derives its power to tax incomes from the 16th Amendment to the United
States Constitution, the state derives its power to tax incomes from
its inherent right as a sovereign state.’1 Thus, the constitutional
framework within which the federal government and the state governments
operate is different. The federal constitution is a grant of power,
while the state constitution is a limit of power. The relationship
between the federal government and a state government in taxing matters
is best expressed by Musgrave [1980, p. 29] in the following:
"The fiscal framework of the United States is deeply embedded 
in the Federalist spirit of its Constitution. Whereas a unitary 
government need not have its taxing and spending powers specified 
in the Constitution, a federation by necessity must have them so 
specified. Indeed, fiscal arrangements - the assignment of 
taxing and spending powers - are at the very core of the contract 
between the constituent governments . . . which combine to form a 
federation. While the central government necessarily must have 
fiscal powers, the comprising units retain a sovereign right to 
conduct fiscal transactions on their own."
With the independence of the state government from the federal 
government in taxing matters, changes in the federal tax law need have
*A federal corporate tax was enacted in 1909. The 
constitutionality of this tax was upheld in 1911 [Flint v Stone Tracy 
Co., 3 AFTR 2834, 31 S.Ct. 3^2 (USSC, 1911)] because it was an excise 
tax rather than a direct tax.
1
no impact on state taxes. When a state drafts its taxing statutes in
order to conform to the federal tax base, however, changes in the
federal tax law affecting that base become significant from the state 
2
point of view. The significance to a state conforming to federal tax 
laws becomes especially pronounced when the federal government uses tax 
laws for other than revenue raising objectives.
Within the fiscal framework of the federal government, income 
taxes have, historically, been used for one of several objectives. The 
first and perhaps most important objective is the raising of revenue. 
The U.S. Constitution clearly states this objective in Article 1, 
Section 8, Clause 1: "The Congress shall have the power to lay and
collect taxes . . .  to pay for the common defense and welfare of the 
United States." A second objective is the fostering of economic goals, 
such as a stimulus to investment activity. A third objective is the 
fostering of social goals, such as a stimulus to charitable giving. A 
fourth objective is the fostering of political goals, such as a 
preference to a special interest group. A common thread running 
through all but the first objective is a reduction in tax burden. If 
the reduction comes about by a reduction in the tax base, i.e., by more 
liberalized deductions, then a state whose tax base conforms to the 
federal tax base will necessarily be impacted. This impact has both 
short run and long run implications. In the short run, the reduction 
in tax burden at the federal level results in a reduction in tax burden 
at the state level when the state taxing laws conform to the federal 
taxing laws. This reduction in tax burden implies, ceteris paribus, a
^The policy issues of state conformance to federal taxing 
statutes is examined in Chapter 3.
reduction in state tax revenues. In the long run, the achieved results 
of the change in the tax laws at the federal level will necessarily be 
felt at the state level. For example, if investment activity 
accelerates at the federal level because of a change in the tax laws, 
it will also accelerate at the state level since the federal activity 
is nothing more than the summation of the states' activities.
The present study examines only the short run state implications 
of a change in the federal tax laws. Specifically, it examines the 
revenue impact to a state, whose tax base conforms to the federal tax 
base, when the federal tax law changes to encourage economic activity. 
The state examined is Florida. The tax is the corporate income tax.
The tax law examined is the Economic Recovery Tax Act of 1981 (ERTA), 
as amended by the Tax Equity and Fiscal Responsibility Act of 1982 
(TEFRA). The specific tax change examined is the Accelerated Cost 
Recovery System of depreciation (ACRS).
Formally, the study has two basic objectives. The first purpose 
is to address the question: "How will the ACRS provisions of ERTA
impact upon Florida corporate income tax revenues?" The second purpose 
is to develop the genesis of a model that will permit Florida 
Department of Revenue officials and/or legislators to make more 
definitive decisions concerning changes in the federal income tax law 
which will bear directly upon the state corporate income tax.
PROBLEM
The State of Florida derives approximately 7% of its total tax^
^Although the contribution of the Florida corporate tax to total 
state revenues is relatively small, the state constitutional require­
ment of a balanced budget makes any potential revenue loss significant.
revenue from the State corporate income tax. Prior to the enactment of 
ERTA, the Florida corporate income tax was based upon federal taxable 
income, as defined in the Internal Revenue Code as of January 1, 1980. 
Florida legislative approval is necessary to incorporate newly enacted 
federal changes in the tax law into the base used for computing the 
Florida corporate income tax. With the enactment of ERTA, and more 
specifically ACRS, the Florida Legislature was faced with three main 
alternatives. The first alternative, which would result in unduly 
burdensome administrative and compliance problems, was to maintain the 
status quo. The second alternative, which would result in an 
anticipated revenue loss, was to incorporate ERTA into the tax base 
used for computing the Florida corporate income tax. The third 
alternative, which could result in both administrative and compliance 
problems and possible revenue loss, was to either partially incorporate 
ERTA or fully incorporate ERTA with some counterbalancing revenue 
measure, such as raising the corporate tax rate.
Since the Florida Constitution requires a balanced budget, any 
potential revenue loss has widespread implications. These implications 
bear directly on both the revenue side and the expenditure side of 
state budgetary decisions.
The provision of ERTA which is potentially of greatest 
significance to Florida corporate income tax revenues is ACRS. ACRS 
allows generally for a more rapid method of depreciation than was 
available under prior law. The acceleration in write offs allowed by 
ACRS is accomplished in a dual manner by modifying both depreciable 
life and depreciation method as existed under prior law for both real 
and personal property.
Prior to the enactment of ERTA, the depreciable life of personal 
property was generally determined under the Asset Depreciation Range 
(ADR) system. ADR grouped assets into 132 classes and provided 
guideline lives, ranging from 2.5 years to in excess of 20 years, for 
each class. These guideline lives were determined by the Treasury 
Department. Depreciation methods ranged from the straight-line method 
to the double declining balance method and the sum of the years digits 
method.
Subsequent to the enactment of ERTA, the depreciation deduction is 
computed in a different manner. ACRS groups personal property into 
generally one of two classes, the three year recovery class and the 
five year recovery class.^ The cost of personal property placed into 
the three year class, generally automobiles and light trucks, is 
written off usually over a three year period. The cost of property 
placed into the five year class, generally any personal property not 
placed into the three year class, is written off usually over a five 
year period. Both classes adopt the half-year convention 150% 
declining balance method with a switch to the straight-line method at 
the optimal time.
Prior to the enactment of ERTA, the depreciable life of real 
property was determined on a case by case basis since ADR did not 
generally apply to real property. An exception to this exists in 
Revenue Procedure 62-21 [1962-2 CB 418] which prescribes, among other
^ACRS also includes two additional categories of personal 
property. The first is ten year property which includes public utility 
Section 1245 property with an ADR midpoint life of 18 to 25 years and 
railroad tank cars. Various other miscellaneous items are included in 
this category. The second category is fifteen year public utility 
Section 1245 property with an ADR midpoint life in excess of 25 years.
lives, depreciable lives for limited types of real property. The
taxpayer could use either the facts and circumstances method of
assigning depreciable life,5 or the guidelines as specified in Rev.
Proc. 62-21. The depreciation methods allowed under pre-ERTA law
ranged from the straight-line method to the double declining balance
method, depending upon the use of the real property. ACRS groups real
property generally into one class, which is the fifteen year recovery 
£
class. Assets in this class are allowed a write off period of 
fifteen years. The depreciation method allowed approximates the 175/f 
declining balance method with an optimal switch to the straight-line 
method. ACRS thus allows a greatly accelerated write off of the cost 
of depreciable property in comparison to prior law. This study 
examines the implications and/or significance of the accelerated write 
off to the State of Florida corporate income tax revenues. Included in 
the examination are the relevant changes brought about by TEFRA. The 
time frame involved will be the calendar years 1982-1985.
IMPORTANCE OF THE TOPIC
While the political rhetoric leading to the passage of ERTA and 
the enactment of ACRS flourished on the national level, little 
attention was directed toward its impact on the state level. State 
Department of Revenue officials in Florida, as well as in many of the 
other 49 states, were called upon by lawmakers to provide estimates of 
potential corporate income tax revenue loss to be caused by ACRS.
Since this was the first major piece of federal tax legislation
^The facts and circumstances method is discussed in Chapter 3.
^Limited types of real property are also included in the ten year 
property class.
7influencing state corporate income taxes in many years, most states had 
inadequate or nonexistent means of providing lawmakers the desired 
information. Florida was no exception. Estimates generated to date of 
the anticipated revenue loss to be experienced by the State of Florida 
because of ACRS have been speculative at best. When efforts were made 
by the Florida State Department of Revenue to project such revenue 
loss, two problems surfaced. The first problem, which was specific and 
short run, was the determination of ACRS impact at the state level.
The second problem, which was more general and long run, was the lack 
of an effective state tax model capable of analyzing changes in the 
federal corporate tax law at the state level.
The present study will address these problems first by developing 
the genesis of a state tax model capable of translating changes in the 
federal corporate tax law to the state level, and secondly by using the 
model to assess ACRS impact to the State of Florida corporate tax 
revenues. Officials at the Florida State Department of Revenue have 
expressed both a positive interest in the project and a willingness to 
assist in furnishing the available state corporate tax data, within the 
legal limits imposed by Florida law.
OVERVIEW OF THE STUDY 
Introduction
As stated above, this study has two objectives. The first is the 
development of the genesis of a state tax model. The second is the 
assessment of ACRS impact at the state level within the limits imposed 
by the modeling process and the available data. Both objectives are 
met within the pre-ERTA and current provisions of the state corporate 
tax laws.
Florida corporate tax laws incorporate by reference the federal 
tax law as of a certain date. When ERTA was enacted, that fixed date 
was January 1, 1980. Prior to legislative reaction to ERTA in 1982, 
the Florida corporate tax was computed as 5% of the net income for the 
taxable year. Net income was defined as the share of adjusted federal 
income computed in accordance with the Internal Revenue Code as of 
January 1, 1980, apportioned to the State, less a maximum exemption of 
$5,000. Adjusted federal income is federal taxable income modified by 
certain state statutory additions and subtractions. These adjustments 
are discussed in Chapter 3.
The Florida legislature reacted to the enactment of ERTA in two 
important ways. First, the Florida corporate tax laws were amended to 
incorporate by reference the Federal tax law as of January 1, 1982, 
thereby incorporating the provisions of ERTA into the tax base used for 
computing the Florida corporate income tax.^ The second change added 
an emergency excise tax to expire after 1984. The emergency excise tax 
is equal to 2% of the ACRS deduction, exclusive of any depreciation 
computed by means of the straight-line ACRS method,8 i.e., 2% of the 
regular ACRS deduction.
The State Tax Model
Because the Florida corporate tax base is tied to federal taxable
7As of the date of this writing, the Florida Statute has not been 
amended to incorporate the federal changes brought about by the enact­
ment of TEFRA. A bill allowing for such amendment was, however, passed 
by the state legislature on June 3, 1983 and sent to the Governor for 
signing. The bill changes the date of the IRC reference to January 1, 
1983 and incorporates all changes brought about by TEFRA.
®A detailed discussion of the changes in the Florida Statute is 
presented in Chapter 3.
income, a state tax model must be capable of handling any changes 
affecting federal taxable income. This would include both gross income 
and allowable deductions. In addition, a state tax model must be 
developed within the existing data constraints. Those data constraints 
necessitate the use of both state and national information.
The manner in which a change in the federal tax law may be 
expected to impact the state level depends, in part, on the composition 
of industries making up the state economic profile. For example, a 
change in the depreciation deduction would be expected to have a 
different effect on a capital intensive industry such as manufacturing 
than on a service type industry. Therefore, those segments of the 
national economy that represent the Florida economy on the national 
level are identified and segregated. Those segments are then related 
to the state level. This relationship makes use of the common base of 
taxable income.
At the state level, taxable income is derived from the Florida 
corporate tax liability of 750 sampled 1981 Florida corporate tax 
returns. This information was provided by the Florida State Department 
of Revenue and includes all of the major industrial classifications.
It does not, however, include all of the minor industry classifications 
within a major category. Therefore, the modeling is performed at both 
the major industry level and the minor industry level. At the minor 
level, only those industries represented in the sample are incorporated 
in the state tax model.
At both the major and minor industry levels, the Florida corporate 
tax liability represented in the sample is converted to a percentage of 
the total sample tax liability. This percentage is applied to the
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total 1981 Florida corporate tax liability to determine total tax 
liability for each industry category. This allocated tax liability is 
then converted to Florida taxable income by dividing by the state 
corporate tax rate of 5%. Therefore, each industry category 
represented at both the major and the minor level has an associated 
Florida taxable income.
At the national level, the Statistics of Income Bulletin: 
Corporation Income Tax Returns published by the Treasury Department 
lists the taxable income by both major and minor industry class.
Because the Florida corporate taxpayer is required to use the same 
industry designation on the state tax return as is used on the federal 
tax return,^ the industry classes represented on the national level 
are comparable to those on the state level. Therefore, for each 
industry represented on the Florida level, national taxable income is 
available. This national taxable income is extended from 1980, the 
latest year for which the information is currently available, to 1981 
by use of simple linear regression.
Tire results of the above procedures are Florida taxable income by 
major and minor industry category, and national taxable income for 
those same categories. The state tax model is constructed by 
determining the percentage of Florida taxable income to national 
taxable income for each industry category. With this relationship, a 
change in federal taxable income can be translated to a change in 
Florida taxable income. Since the Florida corporate tax rate is a
^The instructions to the Flbrida corporate tax return require the 
taxpayer to use the same SIC designation on the state tax return as is 
used on the federal tax return.
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constant 5%, the change in Florida taxable income can be multiplied by 
5% to determine the change in Florida corporate tax revenues.
Change in Depreciation as a Result of ACRS
The state tax model is used to assess the impact of ACRS on State 
of Florida corporate tax revenues. This impact is comprised of two 
parts. The first is the direct effect of ACRS as measured by the 
revenue loss resulting from the change in depreciation. The second is 
the indirect effect of the additional revenue from 2% emergency excise 
tax levied on the regular ACRS depreciation deduction. Because the 
model relates Florida taxable income to national taxable income, the 
procedures used to determine the change in depreciation as a result of 
ACRS and the regular ACRS deduction are performed at the national 
level.
To compute the change in depreciation and the regular ACRS 
deduction, four separate issues are addressed. The first is the 
anticipated investment for 1982-1985. This investment comes from the 
35th Annual McGraw-Hill Survey of Business' Plans for New Plant and 
Equipment.
The second issue is the allocation of this investment to proper 
asset classes. This allocation must be of sufficient detail to allow 
for depreciation calculations under both pre-ERTA law and ACRS. This 
means that the breakdown must allow for depreciable life and 
depreciation method determination under pre-ERTA law, and for proper 
recovery class determination under ACRS. This necessary allocation is
made by use of statistics furnished by the Office of the Secretary of
the Treasury, Office of Tax Analysis.
The third issue is the determination of depreciable life and
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depreciation method under pre-ERTA law. For real property, the 
depreciable life is assigned from the guidelines in Rev. Proc 62-2J and 
the depreciation method used is 150? declining balance. For personal 
property, the depreciable life is assigned from Rev. Proc. 77-10 [1977— 
1 CB 548] and the method used is sum of the years digits.
The fourth issue is the determination of depreciation under ACRS. 
This determination is made using four different assumptions concerning 
elections available under ACRS as modified by TEFRA. These assumptions 
are discussed in a later section of this chapter.
Resolution of the four issues results in both the determination of 
the change in depreciation at the national level due to ACRS and the 
depreciation deduction under the regular ACRS method. These two 
results are translated to the state level via the state tax model, and 
then converted to revenue impact by application of the 5% state 
corporate tax rate and the 2% emergency excise tax rate respectively. 
Assumptions and Limitations
A number of assumptions are made in both the development of the 
state tax model and the determination of ACRS impact. These 
assumptions are necessary because of the availability of the data.
They serve to impose limitations on both the scope of the study and the 
resulting outcome. The following briefly sets forth the major 
assumptions made in this study. A more detailed discussion is 
presented in Chapters 4 and 5 which describe the methodology.
In the development of the state tax model, the following 
assumptions are made:
(1) The process by which adjusted federal income is apportioned 
to the State of Florida remains constant for the years 1982-
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1985.
(2) Any secondary industrial activity in which a corporate entity 
is involved is minimal to the overall corporate activity.
(3) The state adjustments to federal taxable income are minimal 
to the relationship of Florida taxable income to national 
taxable income.
(4) Every Florida corporate taxpayer receives the full benefit of 
the $5,000 exemption.
(5) The relationships established between an industry on the 
Florida level and that same industry on the national level 
will remain constant for the years 1982-1985.
(6) The sample information provided by the Florida State 
Department of Revenue is representative of the economic 
corporate economic activity in Florida.
The above assumptions act to impose limitations on the usefulness 
of the state tax model. In addition, the fact that not all minor 
industries are represented in the sample information biases any state 
assessment of a change in the federal tax law at the minor industry 
level. As the title suggests, however, this study is intended to serve 
as a point of departure "toward the development of a model" to evaluate 
the ACRS impact of State of Florida corporate tax revenues.
In assessing the impact of ACRS on State of Florida corporate tax 
revenues, the following main assumptions are made: “ i
(1) The Treasury Department statistics used to allocate invest­
ment to asset classes remain constant for the years 1982— 
1985.
(2) Salvage value is minimal under pre-ERTA law.
(3) Under pre-ERTA law, personal property is depreciated using 
the sum of the years digits method over the guideline lives 
in Rev. Proc. 77-10. Real property is depreciated using the 
150$ declining balance method over the guideline lives in 
Rev. Proc. 62-21.
(4) Under ACRS as amended by TEFRA, the taxpayer chooses one of 
the following four options:
(a) The regular ACRS method on all property with no personal 
property basis reduction due to the investment tax 
credit (ITC).
(b) The regular ACRS method on personal property and the 
straight-line ACRS method on real property, with no 
personal property basis reduction due to the ITC.
(c) The regular ACRS method on all property, with personal
property basis reduction due to the ITC.
(d) The regular ACRS method on personal property and the 
straight-line ACRS method on real property, with 
personal property basis reduction due to the ITC.
(5) All property is new and is acquired on the first day of the
second month in each quarter.
The above assumptions act to impose limitations on the usefulness 
of the depreciation calculations made under pre-ERTA law and under 
ACRS. The use of a depreciable life and/or depreciation method 
different from that assumed in this study by a corporate taxpayer would 
necessarily bias the results of the calculations. Under pre-ERTA law, 
the choice of depreciation method assumes that the taxpayer seeks to 
maximize the present value of the depreciation deduction. The choice
of the depreciable life rests on the objectivity present in the 
Treasury Department guidelines. Under ACRS as amended by TEFRA, the 
taxpayer is allowed to follow one of four different paths. However, no 
assessment is made of a possible combination of alternatives. It is 
unrealistic to assume that all corporate taxpayers will elect only one 
of the four options. However, because of data availability, it is not 
possible at this time to make any informed judgement as to a possible 
mix of these alternatives. Again, this study is intended to serve as a 
point of departure "toward the development of a model" to evaluate the 
ACRS impact on State of Florida corporate tax revenues. Therefore, the 
results of the study are not intended to be definitive assessments of 
Florida corporate tax revenue impact. Rather, they are intended to 
serve as measures of revenue impact within the limits imposed on the 
modeling process.
Policy Issues
Two types of policy considerations to changes in the federal tax 
laws deserve mention at this point. The first is the issue of state/ 
federal tax conformity. The second is the issue of changes in the 
federal tax law resulting in a possible redistribution of tax burden 
among industries.
The State of Florida incorporates by reference the federal tax law 
as of a fixed date. The following are included among the state / 
federal conformity issues [Samson, 1981]:
(1) Because the state legislature must act affirmitively to 
incorporate changes in the federal tax law, significant time lags could 
develop between the effective date of newly enacted federal legislation 
and the state legislative reaction to the change. This time lag could
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result in significant gain or loss in state corporate tax revenues.
(2) By conforming to the federal taxing statutes, a state may 
relinquish some autonomy over its taxing matters.
(3) The federal objective behind the enactment of the legislation 
may not be compatible with state objectives.
(4) The fact that a state decides not to adopt the federal 
changes could result in suboptimal realization of the desired federal 
goals.
These and other policy considerations are discussed more fully in 
Chapter 3.
This study examines a change in the federal tax law designed to 
stimulate investment activity by increasing the depreciation deduction 
in the early years of the asset life. The change in the tax law is 
designed to provide the greatest reward for those industries doing the 
most investing. It is possible, however, that this change in tax law 
may result in a different reward structure. For example, even though a 
manufacturing industry may engage in the largest investment activity, 
it may not feel the greatest reduction in tax burden. This policy 
consideration is examined in Chapter 6.
CONTRIBUTION TO KNOWLEDGE
The present study will contribute to knowledge in several ways.
The most obvious contribution is the indication to the State of 
Florida of the impact of ACRS on Florida corporate tax revenues within 
the limits imposed. Perhaps of even greater importance is the 
establishment of the genesis of a state corporate tax model as a point 
of departure for future study and refinement.
The Florida State Department of Revenue has the discretionary
power of requiring whatever corporate tax information it deems 
necessary. In the future, Department of Revenue officials may concern 
themselves with establishing a computerized data base sufficient for 
not only revenue purposes, but also research purposes. In this study, 
the absence of usable investment information by domestic corporations,
i.e., corporations doing business in the State of Florida, necessitated 
the use of national investment information. This national information 
was usable because of the relationships established between the Florida 
economy and the U.S. economy. These relationships exist in a static 
setting. They provide a basis, however, for future study aimed at 
developing the model in a dynamic setting.
The present study, while tied to the State of Florida, is easily 
adaptable to any of the other states having a corporate income tax 
determined by reference to the federal taxing statutes. In addition, 
the study will provide a model within which other corporate tax changes 
on the federal level can be analyzed with respect to their impact on 
state corporate tax revenues. For example, a change in the charitable 
contribution deduction easily could be analyzed to determine its impact 
on state corporate tax revenues. This adaptability is significant from 
a tax policy point of view. As previously stated, little attention was 
directed toward state impact when ERTA was being fashioned and molded. 
Ability to assess the impact on a state because of changes in the 
federal tax law would allow U.S. Senators and Representatives to be 
more protective of their constituents when fashioning changes in the 
federal tax law. For example, if a credit would serve the same purpose 
as a deduction, perhaps the credit would be preferable because it would 
have no impact at the state level.
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DESCRIPTION OF THE CHAPTERS
The chapters of this dissertation can be broken down into three 
categories. The first category of chapters is designed to provide 
background information. The second category details the methodology 
used in the modeling process. The final category provides both the 
results of the study and summarizing and concluding remarks.
Two chapters are devoted to the first category of providing 
background information. The first of these two chapters, Chapter 2, 
discusses the role of capital investment to economic growth and 
stability and the role of tax policy in inducing specific capital 
investment behavior. The discussion of the role of capital investment 
is consistent with the major economic philosophies dominating public 
policy in the twentieth century. The discussion of the role of tax 
policy is historical in nature, tracing the evolution of the tax laws 
relating to capital investment from 1913-1981. Chapter 3 discusses the 
changes in the tax law relating to depreciation as a result of ERTA. 
That discussion first focuses on the changes in the tax law on the 
federal level. Then the changes in Florida corporate tax laws in 
reaction to ERTA are discussed. Finally, the policy considerations of 
state/federal tax conformity are analyzed from the point of view of the 
State of Florida.
Two chapters are devoted to the second category of detailing the 
modeling process. The first of these two chapters, Chapter 4, 
describes the methodology used to establish the relationship between 
the Florida economy and the U.S. economy. Specifically, Chapter 4 
develops the Florida / U.S. model. The second of these two chapters, 
Chapter 5^ discusses the methodology dealing with the determination of
the change in depreciation, at the national level, due to ACRS. This 
chapter discusses first the basis of investment in recovery property 
for the years 1982-1985. Secondly, the allocation of this investment 
to recovery class and asset type is discussed. Next, the assignment of 
the depreciable life and depreciation method to the asset type under 
pre-ERTA law is made. Finally, the depreciation on this allocated 
investment is calculated under pre-ERTA law and under the ACRS 
provisions.
In Chapter 6, two things are done. First, the results of the 
procedures described in Chapters 4 and 5 are presented. Secondly, an 
examination of the policy consideration of changes in the federal tax 
law resulting in a possible shifting of the tax burden among industries 
is made.
Chapter 7 is the final chapter. In Chapter 7 summarizing and 
concluding remarks are made.
CHAPTER 2
ROLE OF FEDERAL TAX POLICY IN CAPITAL FORMATION AND INVESTMENT 
INTRODUCTION
Capital formation and capital investment have long been recognized 
as key ingredients in a capitalistic economy. An understanding of the 
role played by capital formation and capital investment in economic 
growth is crucial to assessing the probable impact of ACRS on State of 
Florida corporate tax revenues. Also crucial is an understanding of 
the role that tax policy plays in inducing desired levels of capital 
formation and capital investment. Accordingly, this chapter is devoted 
to enhancing an understanding in these two areas.
The chapter begins by laying the foundation of the economic 
philosophies dominating U.S. economic policy in the twentieth century. 
Within this foundation a simple, but realistic, exposition of the role 
of capital formation and investment to economic well-being is 
developed. This development of the role of capital formation and 
investment should enhance the understanding and appreciation of the 
rationale behind the ACRS provisions of ERTA.
The chapter then examines the role of federal tax policy with 
respect to capital formation and investment. Examination of this role 
traces historically the development of, and changes in, the relevant 
federal income tax laws. In this examination, three things are done. 
First, the specific change is presented. Secondly, the economic 
rationale behind the change is briefly discussed. Finally, differing
20
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views concerning the success or failure of the change are presented. 
This examination should provide the basis for an intuitive feel for the 
impact of federal tax policy on capital formation and investment.
The chapter ends with concluding remarks about the impact that 
changes in federal tax policy should or could have on capital formation 
and investment.
NECESSARY INGREDIENTS^FOR SUSTAINED ECONOMIC GROWTH AND STABILITY 
Dominant Economic PhjlQsophies as Reflected in,the Political 
Philosophies of the 20th Century
During the 20th century, a number of economic philosophies have 
been expounded. Only two have dominated U.S. economic policy as 
reflected in the political process. The first of these two dominant 
philosophies is that of the classical economists. The second is that 
of John Maynard Keynes.
From before the turn of the century until the mid 1930's, the 
economic philosophy impounded in the political process was very 
simple. Characterized as classical economics, this body of thought was 
built upon the theory that a competitive economic system had a self- 
adjusting market mechanism that in the long run assured equilibrium at 
full employment. Most economic analysis was based upon the 
interactions of supply and demand as in Figure 2-1. The intersection 
of the supply curve with the demand curve was the point of
equilibrium. Basic to the ideas of the classical economist was that as
recessions begin, the demand curve would fall. A shift to the left of
the demand curve would result in a fall in prices and a fall in
quantity as seen by the dotted lines in Figure 2-1. When the prices 
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start producing again, and the economy would once again move to an 
equilibrium level. This equilibrium level was assumed to occur at full 
employment.
Inherent in this analysis were two assumptions. The first 
assumption was that supply creates its own demand, i.e., the payment to 
the factors of production involved in producing the supply of goods 
available would create the purchasing power necessary to purchase the 
goods so produced. The second assumption was that when the demand for 
goods was less than the supply available, prices would be reduced and 
consumers would buy at the reduced prices. When the inventories were 
reduced sufficiently, producers would begin to produce again and the 
economy would return to full employment. Thus, the classical 
economists recognized the existence of business cycles, but assumed 
that the market mechanism would automatically return the economy to 
full employment. Consistent with the classical economic theory, the 
perception was that the best public policy was for the government to 
keep hands off the well balanced, finely tuned market mechanism.
Public policy during this time was appropriately characterized as 
laissez-faire.
The Great Depression of the 1930's significantly influenced the
economic thinking in the United States. For several years after the 
stock market crash in 1929, the policymakers, following the classical 
assumptions, sat back and waited for the market mechanism once again to 
pull the country out of depression. What happened, however, was that 
prices had fallen, but the demand for goods was not forthcoming. The 
central problem was the lack of purchasing power in the private 
sector. A related problem was the lack of expectations by the 
producing segment of the economy. When the market failed to respond, 
many of the ideas of the classical economists, and more specifically 
the idea that the marketplace would automatically start upward as a 
result of low prices, were abandoned in favor of a new economic 
philosophy espoused by John Maynard Keynes.
Keynes proposed that nothing in a capitalistic society would 
guarantee that equilibrium would occur at full employment. The 
economic climate during the Great Depression supported this proposition 
since the equilibrium envisioned by the classical theorists had been 
reached at a low level of prices and demand; however, unemployment was 
in excess of 25% of the labor force. Keynesian philosophy stated 
simply that, if employment was to increase dramatically, government 
must intervene to provide the purchasing power to the private sector by 
way of public investment. With these developments, the use of the 
classical economic theory as a basis for public policy fell into 
disfavor and the Keynesian approach was adopted.
Importance of Capital Formation and Capital Investment to Economic 
Growth and Stability Under the Keynesian Philosophy
The vitality of a capitalistic society is intimately tied to the
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strength of the union between the consumer and the producer. The 
strength of this union rests upon three key ingredients: capital
formation and investment, purchasing power, and consumer and producer 
expectations. Although the discussion is to center around capital 
formation and investment, its relationship to purchasing power and 
consumer and producer expectations must be understood.
The interaction of capital formation and investment, purchasing 
power, and expectations in a capitalistic society can be demonstrated 
by examining a simple economy in operation. The examination begins by 
making rigid assumptions which are later relaxed. Even though the 
illustrations to follow are an oversimplification of reality, the 
underlying message is translated readily to the complex society of 
today.
PURCHASING POWER AND, PRODUCER AND CONSUMER EXPECTATIONS
One Producer
In order to examine the importance of capital formation and 
investment, purchasing power, and producer and consumer expectations, a 
small economy is constructed. In the construction the following 
assumptions are made:
1. There is only one producer.
2. No credit is available.
3. The consumer has no savings.
4. There is no government activity in the market.
A schematic representation of the small economy is presented in Figure 
2-2.
Since the small economy exists in a capitalistic state, the 
producer is motivated by profit. In order to earn a profit, the
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FIGURE 2-2 
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producer is required to pay wages and rent. To keep the example
simple, assume that the producer makes a capital investment of $3.00. 
The $3.00 is paid out in wages and rent, which become the purchasing 
power on the market. The producer manufactures a product to sell. 
Again for simplicity, assume that the four units of product are priced 
to sell at $1.00 each. The rationale behind this decision is that the 
producer will recoup his investment of $3.00 and earn a profit of 
$1.00. Any price above cost would produce the same results. Even 
classical economic theory envisioned a "normal" profit to the 
entrepreneur if production was to continue over a period of time.
Now, trace the $3.00 in purchasing power through the economy. 
Since savings and credit are assumed not to exist, the consumer will 
take the $3.00 in purchasing power and purchase three units of product.
^Generally, a third ingredient, interest, is included with the 
wages and rent. Since credit and savings were assumed to be 
nonexistent in this economy, interest would not be a factor.
This leaves the producer with one additional unit which he is unable to 
sell because of the insufficient purchasing power on the market. 
Expectations now enter the picture.
Since the producer's profit is tied up in inventory because he was 
unable to sell the fourth unit, expectations will lead him to cut back 
production in the next period. This is so because being able to sell 
only three units in the first period will lead him to expect that he 
will only sell three units in the next period. Therefore, he will 
produce only two units in the next period at a cost of $.75 each. This 
means that he will pay wages and rent of only $1.50. Thus, the market 
will be supplied with $1.50 in purchasing power, while three units of 
product selling for a total of $3.00 are available for purchase. Only 
one unit of product will be purchased, forcing the capitalist into an 
even gloomier state of expectation of profit. Soon the little economy 
will grind to a halt. It is clear that with the rigid assumptions of 
one producer, no credit, no savings, and no government activity in the 
market, this economy will never be able to supply the purchasing power 
necessary for the producer to sell all of his goods and still earn a 
profit. Thus, there will be no incentive for the producer to continue 
to take the risks of production.
It is easily shown that even with the removal of the assumption of 
no credit and no savings, the results will be the same. For example, 
assume that the consumers have $1.00 of savings which they are willing 
to spend on consumption. Picture the little economy in Figure 2-3. 
Again, the producer makes a capital investment of $3.00. This is paid 
out in wages and rent and becomes purchasing power on the market.
Being a good capitalist, he produces four units of product, priced to
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FIGURE 2-3
ECONOMY WITH ONE PRODUCER AND AVAILABLE CONSUMER SAVINGS 
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sell at $1.00 each. Combining the $1.00 in savings with the $3.00 in 
purchasing power supplied by the producer results in a total of $4.00 
in purchasing power now on the market. The first time around the loop, 
the producer is able to sell all four units, thus earning the expected 
profit of $1.00. Expectations will lead the producer to again produce 
four units, as shown in Figure 2-4. ^  Production of four units will 
result in the paying of $3.00 in wages and rent. With only $3.00 of 
purchasing power now on the market, and all of the savings depleted, 
the scenerio is exactly as before. The producer will be able to sell 
only three units of product, leaving the fourth unit in inventory. 
Expectations will cause the producer to produce only two additional 
units the next time, paying $1.50 in wages and rent. With the 
diminished purchasing power, the producer again will be unable to sell
^Even if expectations result in increased production, 
purchasing power will be insufficient to enable the producer to earn a 
profit, thus leading to the same result.
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all goods, and soon the little economy will grind to a halt.
The introduction of credit into the little economy will lead to 
the same scenerio as before. The reason is that credit only 
temporarily increases the purchasing power on the market, just as was 
the case with savings. For example, the extension of $1.00 in credit 
will place an additional $1.00 of purchasing power on the market. This 
will enable the producer to sell all products the first time around the 
loop. As soon as repayment of the borrowed funds is required, however, 
that temporary purchasing power is removed from the market. Therefore, 
in the long run the introduction of temporary purchasing power in the 
form of credit does nothing to improve the situation for the producer.
With only two of the original assumptions remaining, one producer 
and no government intervention, the little economy is doomed.
More than One Producer 
To relax the assumptions even more, eliminate the assumption of 
only one producer. Although the result would be the same with any
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number of producers, for simplicity assume there are three producers, 
as shown in Figure 2-5. Assume that each producer makes a capital 
investment of $3.00. The total of $9.00 of purchasing power is placed 
on the market. Being good capitalists, each producer produces four 
units to sell at $1.00 each. Thus, the total selling price on the 
market is $12.00. The additional $3.00 represents profit. The first 
time around the loop only nine units of product will be sold because 
only $9.00 of purchasing power is on the market. A number of 
possibilities exist for the units sold, but for simplicity, suppose 
that A and B each sold all four units available, and that C sold only 
one unit. A and B each made their desired profit. That profit can be 
used in a number of ways. For example, A and B could step into the
FIGURE 2-5
ECONOMY WITH THREE PRODUCERS: FIRST TIME AROUND THE LOOP
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shoes of consumers and consume two of C's remaining three units. 
Alternately, A and B could reinvest their profit in anticipation of 
even greater profits in the future. A and B could also hold on to 
their profit and remove that purchasing power from the market.
Finally, any combination of the above alternatives could be pursued by 
A and B. Nothing in a capitalistic society requires the producer to 
return to the market all purchasing power gleaned from his selling 
activities, i.e., to spend his profit. Obviously, the market would be 
best served if all profit were returned to the market. The producer 
will, however, make his decision based upon expectations.
Assume that because of their need to consume A and B each 
purchased one unit of C's product. The second time around the loop, 
the following scenerio unfolds as seen in Figure 2-6. A and B will 
again produce four units, paying as wages and rent $3.00 each. Since C 
sold only three units, expectations wilZ result in a cut-back of 
production. C will produce only two units, p,.— vng as wages and rent 
$1.50. The result is as before. Only $7.50 in pu.- basing power 
exists. Eleven units of product, however, are available for sale at a 
price of $1.00 each, or a total of $11.00. Just as in all of the other 
cases, the purchasing power existing on the market was insufficient to 
satisfy all of the capitalist producers need for profit. Without 
sufficient profit motivation, the economy will grind to a halt. The 
same would hold true for 100 producers, 1,000 producers, etc. The only 
difference would be that as the number of producers increased, the time 
necessary for the economy to grind to a halt would be extended.
In all of the above illustrations, the insufficiency of purchasing 
power led the little economy to its final doom.
FIGURE 2-6
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*This unit is the unsold unit resulting from the first time 
around the loop.
CAPITAL FORMATION AND INVESTMENT - PRIVATE SECTOR 
For many years, economists and public officials have agreed that 
capital formation and investment are vital to economic growth. The 
reason that capital formation and investment play such a dominant role 
is illustrated by a continuation of the above example.
As was seen in the three producer economy, the purchasing power 
was insufficient to sustain economic life. Many economists have doomed
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the capitalistic system for this very reason. A capitalistic system, 
however, can not only survive, but also flourish with the introduction 
of sufficient capital formation and investment. In order to illustrate 
the vital role played by capital formation and investment, the three 
producer economy is revisited. Again, any number of producers would 
lead to the same result.
In a three producer capitalistic economy, a gap existed between 
the selling price and the purchasing power as seen in Figure 2-7.
Since the producers contributed only $9.00 in purchasing power to the 
market in the form of wages and rent, with goods selling for a total of 
$12.00, it is obvious that purchasing power was insufficient to sustain 
full employment. The $3.00 gap, if left (infilled, will lead to 
economic downturn as previously illustrated.
FIGURE 2-7 











A significant contribution to the solution of the problem of the 
unfilled gap was made by the "Innovation Theory" of Joseph Schumpeter, 
an Austrian economist who taught at Harvard until his death in 1945.
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In short, the thesis of this theory was simply that if a new producer 
would enter the market and make a new investment, i.e., supply 
purchasing power in the form of wages, rent, and interest, this 
purchasing power could be used to fill the then existing gap. Implicit 
in this analysis was that the capital was available for investment, 
i.e., capital formation had already taken place. This "Innovation 
Theory" can be applied to the above illustration.
For example, if a new producer enters the market and makes a $3.00 
capital investment, the economy can operate smoothly in the short run. 
This is so because, as Schumpeter indicated, the original producers can 
absorb the $3.00 in purchasing power supplied by the fourth producer as 
he readies himself for his selling activities. In the long run, 
however, the 12/9 problem ($12.00 in goods available with only $9.00 in 
purchasing power on the market) has merely been replaced by a 16/12 
problem as seen in Figure 2-7. As soon as the fourth producer begins 
to sell his goods, the selling price of the goods available will 
increase to $16.00, yet purchasing power will only be $12.00. Thus, 
the $3.00 gap has been enlarged to a $4.00 gap. Again, if the $4.00 
gap i3 left unfilled, the economy will move into a downward trend and 
perhaps even grind to a halt. If, however, another producer enters the 
market and fills the $4.00 gap, the economy will continue to operate 
smoothly in the short run. The first four producers can now sell all 
available units of product as the fifth producer readies himself for 
his selling activities. This is so because, as the fifth producer 
moves from a state of production to a state of marketing his product, 
he will be supplying to the market the $4.00 in purchasing power needed 
to close the gap. Yet the 16/12 problem has been solved only at the
expense of creating a 21/16 problem in the future. As soon as the 
fifth producer enters his goods on the market, a $5.00 gap will exist 
between selling price and purchasing power.
The illustration could continue indefinitely. The point is, 
however, that if full employment is the goal, capital investment must 
continue to increase. If too little capital investment is supplied, 
i.e., if the gap is not filled entirely, then the economy will 
necessarily slow down. On the other hand, if the gap is over filled, 
inflation will result. It is thus clear that the formation of capital 
and investment by the private sector, or the lack thereof, is very 
significant with respect to the state of the U.S. economy.
It should be noted at this point that an alternative to increased 
capital investment could have been used to fill the gap. That 
alternative, which has been used extensively in the past, is credit or 
a combination of investment and credit. However, the analysis is the 
same. If credit is used to fill the gap, then credit must continue to 
increase at an increasing rate. Otherwise, the economy will decline 
for the same reasons discussed above. If too much credit enters the 
marketplace, inflation will result, just as was true in the case of 
excess investment.
THE ROLE OF THE FEDERAL GOVERNMENT IN ECONOMIC GROWTH
The Keynesian philosophy perceived the government as playing a key 
role in maintaining economic stability and growth. The traditional 
Keynesian approach is shown in Figures 2-8, 2-9, 2-10, and 2-11. Ac­
cording to the Keynesian analysis, at point A in Figure 2-8 the economy 
would be maximizing the utilization of its productive resources, i.e., 
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also represents both maximum purchasing power and full employment. 
According to Keynes, several factors contribute and combine to achieve 
maximum GNP, purchasing power, and/or full employment.
The first of these factors is consumption. As seen in Figure 2-9, 
consumption moves GNP to point B. The second of these factors is 
investment by the private sector. As seen in Figure 2-10, the sum of 
consumption and investment by the private sector, C + I, moves GNP to 
point D. When consumption together with investment by the private 
sector are unable to push the economy to its maximum potential, the 
Keynesian philosophy would indicate that, if the goal is full 
employment, then it is government's responsibility to provide the 
purchasing power necessary to achieve that result.
The introduction of the government activity in economic affairs is 
shown in Figure 2-11. The combined consumption, investment by the 
private sector and government activity, C + I + G, results in the 
realization of the maximum potential of the economy.
The manner in which the government steps in, or does not step in, 
to maximize employment and to contribute to economic growth has been 
influenced historically by the economic philosophy as impounded in the 
political process of the day. For example, under the laissez-faire 
doctrine the government did nothing. During the Roosevelt era 
government activity in the economy took the form of massive government 
spending programs. During the Kennedy administration tax cuts aimed at 
stimulating the private sector were instituted. During the present 
Reagan administration the economic philosophy is to minimize the 
government's role in the economy and to give the private sector 




If the economic goal is full employment, investment must grow.
The little economy developed earlier indicates very clearly that it is 
not possible to maintain the status quo at any given level of economic 
activity. This is so because the selling price will always be higher 
than the purchasing power available to the factors of production. In 
short, the economy either grows, or it declines. Exogeneous events 
such as new inventions, technology, the movement of people, and wars 
will always be required to provide the capital formation and perhaps 
even more importantly, the new investment necessary to fill the selling 
price/purchasing power gap. One example of such an exogeneous event is 
Henry Ford’s mass production of the automobile and the tremendous 
economic implications it has had (highways, bridges, rubber, oil, 
transportation, housing and virtually every other segment of the 
economy).
THE ROLE OF TAX POLICY IN IND.UCINQ DESIREQ CAPITAL INVESTMENT 
Introduction
To assume that taxation has as its only objective the raising of 
revenue is to fail to consider both parties in the taxing process. One
party is the government extracting wealth from the taxpayer, i.e., the
government raising revenue. The other party is the taxpayer whose 
economic position is altered by the government extracting the wealth, 
i.e., the taxpayer supplying the revenue to the government. Because 
taxation reduces a taxpayer’s wealth, all taxation directly or
indirectly impacts economic behavior.
When the constitutionality of federal income taxation was decided
by ratification of the 16th Amendment in 1913, Congress was given a 
powerful tool to use not only in raising revenue, but also in inducing 
specific economic activity. The manner in which Congress used this 
tool during the years was in part a manifestation of the economic 
philosophies dominating the public opinion of the day.
Evolution of Income Tax Laws Relating to Capital Investment
The use of tax policy to induce capital investment is of short 
ancestry. Its historical tracing could take place within a number of 
frameworks. To be consistent with the previous discussion, however, 
the major framework divides the years between 1913 and 1981 into two 
major periods. The first period covers the years 1913-1933. It was 
during this period that the laissez-faire philosophy dominated 
governmental policies. The second period covers the years 193^-1981.
It was during th,is period that the Keynesian philosophy dominated 
governmental policies. The time periods within each of these two major 
classifications are broken down according to major shifts or changes in 
the federal income tax laws relating to capital investment.
LAISSEZ-FAIRE PHILOSOPHY: 1913-1933
As previously stated, the laissez-faire doctrine assumed that the 
economic system in the United States had a self-adjusting market 
mechanism that assured full employment. The government’s role in 
economic affairs was that of a passive onlooker. As the idea of income 
taxation was becoming firmly entrenched in the American way of life, 
tax policy adopted the popular public policy of laissez-faire. Tax 
policy during this period concentrated on the raising of revenue and 
left the control of the economy to the market.
Thus, the federal income tax laws, both legislative and
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administrative, relating to capital investment during this period were 
consistent with the laissez-faire philosophy. For example, the 
deduction allowed for depreciation was designed, at first, to reflect 
taxable income for revenue raising purposes rather than to induce any 
specific type of investment activity.
Both the legislative and administrative processes dealing with 
depreciation and thus capital investment during this period were 
relatively uneventful. On the legislative side, the evolution of the 
depreciation deduction was merely a fine tuning process. On the 
administrative side, the policy decisions generally reflected a hands- 
off philosophy.
The first revenue act following the ratification of the 16th 
Amendment, the Act of 1913 [U.S. Congress, 1913] contained a provision 
for depreciation. This provision for depreciation, which succeeded 
Section 38(2d) of the Act of 1909 [U.S. Congress, 1909] was contained 
in Section 11(B). Section 11(B) stated "that in computing net income 
for the purpose of the normal tax, there shall be allowed as 
deductions: a reasonable allowance for the exhaustion, wear and tear
of property arising out of its use or employment in the business . . . 
." The subsequent revenue acts made additions to the original wording, 
but left the substance thereof unchanged.
The Revenue Act of 1916 [U.S. Congress, 1916] expanded the 
deduction to include property used in a trade. The Revenue Act of 
1918 [U.S. Congress, 1918] expanded the original allowance to include 
obsolescence. The Revenue Acts of 1921 [U.S. Congress, 1921] and 1924 
[U.S. Congress, 1924] set forth the rules relating to depreciable 
basis, which was generally cost. The remaining revenue acts during
1*0
this period left the depreciation provisions virtually unchanged.
The administrative policies on depreciation during this time 
generally left to the taxpayer the discretion of fixing useful life in 
determining the "reasonable allowance" for depreciation. The 
taxpayer's determination of useful life was rarely challenged unless 
the evidence of unreasonableness was both "clear and convincing." The 
straight-line method of depreciation was the only approved method 
[Gravelle, 1980].
KEYNESIAN PHILOSOPHY: 1934 - 1981
The Keynesian philosophy, which quickly replaced the laissez-faire 
philosophy in the 1930's, stressed the importance of government 
intervention when the private sector was unable to achieve and/or 
maintain full employment. Early uses of the Keynesian philosophy 
focused primarily on the utilization of governmental expenditures to 
close the gap left by the private sector. Until the 1950's, little was 
done towards the employment of tax policy to stimulate the private 
sector. From 1954 to 1981, however, tax policy was a recognized and 
much used tool in trying to achieve economic stabilization and to 
motivate economic growth.
The period of 1934 to 1981 can be broken down conveniently into 
five distinct subperiods. Each of these subperiods saw tax policy 
develop as a manifestation of the economic philosophy of the respective 
political administration. The five subperiods and the respective 
political administration include the following: (1) 1934-1953, the
Roosevelt era; (2) 1954-1961, the Eisenhower era; (3) 1962-1970, the 
Kennedy era; (4) 1972-1980, the Nixon era; and (5) 1981, the Reagan 
era. Each of these subperiods is discussed in turn.
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1934 - 1953: The Roosevelt Era
The economic climate in the United States between 1934 and 1953
was dominated by four massive events. The first was the Great 
Depression, which began in 1929 and from which the country was trying
to recover throughout most of the 1930's. The second event was World
War II. The third was the post World War II return to a civilian 
economy. The fourth was the Korean War. Each of these events had a 
profound effect on economic activity. Although Franklin D. Roosevelt 
was not president during the entire subperiod, his economic philosophy 
dominated, either directly or indirectly, the major economic policies 
during this time. It was through the Roosevelt policies that the 
Keynesian philosophy first emerged in significant form. However, the 
use of tax policy to spur economic recovery, stability and/or growth, 
was insignificant.
During this period, the major activity in tax policy matters 
relating to capital investment came from the administrative side. The 
Revenue Act of 1934 left the depreciation provisions unchanged.
However, considerable debate centered around the problems being 
encountered by the Treasury Department in administration of the 
depreciation provisions [Seidman, 1938]. Many felt that taxpayers were 
abusing the privilege of deducting depreciation. Legislation was 
introduced to reduce the then present allowance by 2556. The Treasury 
felt that a better solution would be to change the administration of 
the law rather than the law itself. At that time, Article 205 of 
Treasury Regulation 77 provided that ”. . .  while the burden of proof 
must rest upon the taxpayer to sustain the deduction taken by him, such 
deduction shall not be disallowed unless shown by clear and convincing
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evidence to be unreasonable" [Seidman, 1938, p. 306]. Thus, at that 
time, the burden of proof rested on the government's shoulder to 
demonstrate unreasonableness. Treasury Decision 4422 [XIII-1 CB 58 
(1938)] shifted the burden of proof to the taxpayer and reiterated the 
Treasury position favoring the straight-line method of depreciation.
As stated in Treasury Decision 4422, "the capital sum to be recovered 
shall be charged off over the useful life of the property, either in 
equal annual installments or in accordance with any other recognized 
trade practice . . . .  The burden of proof will rest upon the taxpayer 
to sustain the deduction claimed."
In 1946, the Treasury changed its position with regard to the 
straight-line method of depreciation. As stated in I.T. 3818 [1946-2 
CB 43] "the Bureau now holds that the use of the declining balance 
method [15056 declining balance] in computing depreciation will be 
approved, for Federal income tax purposes, provided it accords with the 
method regularity employed in keeping the books of the taxpayer and 
results in reasonable depreciation allowances and proper reflection of 
income for the taxable year or years involved."
The final administrative action came in 1953 with a policy 
statement by the Treasury in Rev. Rul. 90 [1953-1 CB 43] aimed at 
quieting the growing controversies over administration of the 
depreciation provisions. "It shall be the policy of the service 
generally not to disturb the depreciation deductions . . . .  This 
policy shall be applied to give effect to its principal purpose of 
reducing controversies with respect to depreciation."
During all of this period, the administrative tax policy 
considerations remained primarily associated with the manner of raising
revenue. Even the acceptance of the 150$ declining balance method in 
19*16 was designed to reflect economic reality more clearly.
Depreciation allowances were thus considered a factor in determining 
the tax base for purposes of tax liability computation rather than a 
factor in inducing capital investment.
The legislative side of tax policy matters involving capital 
investment was very quiet during this period. In fact, only three 
legislative events of major significance occurred. The first event was 
the Second Revenue Act of 19*10 [U.S. Congress, 19*10]. Contained in 
this act was a provision in Section 23(t) allowing for rapid 
amortization of war facilities. The purpose of rapid amortization was 
to encourage investment in defense related facilities. This was the 
first time that a change in the tax laws was designed to have a direct 
effect on capital investment.
The second was the Revenue Act of 19*12 [U.S. Congress, 19*12] 
amending Section 23(1) to include a deduction for depreciation on 
property held for the production of income. Recommendations for the 
use of accelerated depreciation were made during the debates on the 
Acts of 19*13, 19*18, and 1950. However, no legislative change was made 
to incorporate accelerated depreciation into the Federal income tax 
laws.
The final event, which at first may appear to be unrelated, 
occurred in 19*16 with the enactment of the Employment Act of 19*16 
[U.S. Congress, 19*16]. Pursuant to the Employment Act of 19*16, 
"Congress hereby declares that it is the continuing policy and 
responsibility of the Federal Government to use all practicable means 
consistent with its needs and obligations and other essential
considerations of national policy . . .  to coordinate and utilize all 
its plans, functions and resources for the purpose of creating and 
maintaining . . . conditions under which there will be afforded useful 
employment opportunities . . . for those able, willing, and seeking to 
work, and to promote maximum employment, production and purchasing 
power." Thus, the goal of full employment became national policy to 
the extent that such goal was consistent with other essential 
considerations. The Employment Act of 1946 was enacted in an effort to 
quell the rising fears of an economic collapse following the end of 
World War II. The implications of the Employment Act of 1946 were far 
reaching, for it became the explicit responsibility of the U.S. 
Government to foster and maintain economic stability and growth. 
Subsequent changes in tax policy designed to spur capital investment 
all have their roots embedded in the Employment Act of 1946.
The legislative policies dealing with capital investment thus 
began to take cognizance of their tax policy implications. It is true 
that little was done to incorporate formally legislative tax policy in 
efforts to control the economy. The groundwork, however, was laid for 
the emergence and growth of tax policy as a fiscal tool in economic 
regulation.
1954 - 1961; The Eisenhower Era
When Dwight D. Eisenhower succeeded to the Office of the President 
in 1953, the American economy exhibited signs of health and vitality. 
This health and vitality, however, emanated from artifical stimuli to 
the economy. Following the end of World War II, the pent up consumer 
demand and baby boom, together with the large scale use of credit, 
maintained the economic robustness that the war had created. As this
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demand became satiated, the Korean War exerted additional force to
maintain the economic vigor. Underlying the appearance of vigor,
however, were signs that indicated a possible danger to the future
economic health of the country. One of these signs was the deficit
spending necessitated by the Korean War. Another of these signs was
the inflationary pressure carried over from the 1940’s and exacerbated
by the deficit spending in the early 1950's.
Consistent with the requirements of the Employment Act of 1946,
the Eisenhower administration sought means to allay not only these
dangers, but also others that threatened the future economic health of
the American economy. One of the devices used by the Eisenhower
administration to fulfill its charge under the Employment Act was the
little used tool of tax policy.
The Eisenhower administration felt that in order for tax policy to
be a viable tool, basic reforms were needed in the tax system. "The
objectives of the tax reform program were expressed by President
Eisenhower in his first State of the Union message:
The tax structure as a whole demands review . . . .  We 
must develop a system of taxation which will impose the least 
possible obstacle to the dynamic growth of the country . . . .
The economic objective of the tax reform was long-term growth" [Smith,
1955, p. 3].
The most significant measure adopted pursuant to the goal of 
reducing the tax barriers to long-term economic growth was the 
legislative acceptance of accelerated depreciation. The Internal 
Revenue Code of 1954 expanded the reasonable allowance for depreciation 
provided in Section 167 to include (1) the straight-line method; (2) 
the declining balance method, not to exceed twice the straight-line
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rate; (3) the sum of the years digits method; and (4) any other method
of depreciation which would not result in larger deductions during the
first two-thirds of useful life than the double declining balance
method yielded [U.S. Congress, 1954] . The use of the accelerated
methods of depreciation was limited to new property with a useful life
of three years or more.
"The economic core of the administration's tax policy is to be
found in it3 direct stimulation of investment" [Helleh, 1955, p. 16].
The necessity of this direct stimulus to investment is found in
Eisenhower's January, 1954 budget message:
"Revision . . .  is needed to restore normal incentives for 
sustained production and economic growth. The country's economy 
has continued to grow during recent years with artificial support 
from recurring inflation. This is not a solid foundation for 
prosperity. We must restore conditions which will permit 
traditional American genius to push on to ever-higher standards of 
living and employment. Among these conditions, a fair tax system 
with a minimum of restraints on small and growing businesses is 
especially important"[Heller, 1955, p. 15].
The only other significant legislative action during the
Eisenhower administration impacting capital investment was the Small
Business Revision Act of 1958 [U.S. Congress, 1958], This act added
Section 179 to the Internal Revenue Code of 1954 to allow additional
first year depreciation of 20$ of the cost, up to $10,000, for tangible
personal property with a useful life of six years or more. This
provision was designed to aid capital formation in small businesses.
On the administrative side, only three items of significance
occurred. The first was T.D. 6182 [1956-1 CB 98] which contained the
Regulations dealing with the new depreciation laws. The second was
Rev. Rul. 57-352 [1957-2 CB 1950] which sanctioned the use of the 150$
declining balance method for taxable years after December 31, 1953,
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"for new or used tangible property acquired prior to January 1, 1954, 
and used tangible property acquired after December 31, 1953 . • .
The final action, in 1960, was the issuance of regulations dealing with 
the additional first year depreciation [T.D. 6507, 1960-2 CB 91].
The accelerated depreciation methods for tax purposes were 
designed to have a twofold effect on the private sector. The first 
effect was to aid in the formation of capital for investment purposes. 
Capital formation was to be accomplished by increasing the depreciation 
deduction thereby decreasing the amount of taxes otherwise payable to 
the federal government. The second effect was to provide incentive for 
private capital investment by increasing the profitability of the 
investment within a capital budgeting framework, i.e., increasing the 
internal rate of return to be generated by the investment.
1962 - 1970: The Kennedy Era
Although John F. Kennedy was President for only a short time 
during the period of 1962-1970, his economic philosophies dominated tax 
policies dealing with capital investment in this era. The Kennedy use 
of tax policy took place within a different economic environment and 
for different reasons than the Eisenhower tax policies. The Eisenhower 
use of tax policy for capital investment took place when the American 
economy was generally prosperous. Its use was to maintain rather than 
to stimulate healthy capital investment. Such was not the case in 
1962.
When Kennedy took office in 1961, the American economy was in a 
recessionary state. To aid the recovery in the short run, and to 
fulfill its charge under the Employment Act of 1946 for the long run, 
the Kennedy administration turned to the use of tax policy. In his
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Economic Report, Kennedy stated:
"We must scrutinize our tax system carefully to insure that its 
provisions contribute to the broad goals of full employment 
growth and equity . • . [U.S. Congress, 1962b, p. 7].
The first use of tax policy in the Kennedy era came in 1962 with
the Revenue Act of 1962 [U.S. Congress, 1962a]. Three related items of
significance to capital investment, two legislative and one
administrative, emerged from the deliberations thereon. The first was
the investment tax credit which allowed a credit of 7% of the cost of
tangible personal property with a useful life of four years or more.
The second was the depreciation recapture provision requiring ordinary
income treatment on recaptured depreciation resulting from the
disposition of Section 1245 property. The final was the issuance of
Rev. Proc. 62-21 [1962-2 CB 418] which replaced Bulletin "F" and
established guideline lives, generally more liberal than those
previously allowed, for more than seventy five classes of industrial
assets.
These three items were all designed to complement one another.
According to H.R. 1447 [U.S. Congress, 1962b, pp.,8 & 67] accompanying
the Revenue Act of 1962,
" . . .  (the) tax credit provided by this bill is a complement to 
the administrative plans for revision the guidelines for the tax 
lives of property subject to depreciation. It is believed that 
the investment credit, coupled with the liberalized depreciation, 
will provide a strong and lasting stimulus to a high rate of 
economic growth and will provide an incentive to invest comparable 
to those available elsewhere in the rapidly growing industrial 
nations of the free world.
. . . The taxpayer who has taken excessive depreciation deductions 
and then sells an asset has, in effect, converted ordinary income 
into capital gain. . . . Our capital gain concept should not 
encompass this type of income . . . .  This inequity should be 
eliminated, especially in view of the proposed investment credit 
newly acquired property . . . (and) in order to make it feasible
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for the Treasury to adopt more liberal rules with respect to the
estimated useful life of depreciable assets."
The Revenue Act of 1964 [U.S. Congress, 1964] added depreciation 
recapture provisions for Section 1250 property to the extent that an 
accelerated method resulted in an excess of depreciation over the 
straight-line method. The same rationale behind the Section 1245 
recapture existed in the Section 1250 recapture. The difference in 
treatment, however, was designed to compensate for the problems brought 
about by real property appreciation.
In order to moderate the economy to a more sustainable level of 
economic growth, the Act of 1966 [U.S. Congress, 1966] suspended both 
the investment tax credit and accelerated depreciation on real property 
for the period of October 10, 1966 to December 31, 1967. The Act of 
1967 [U.S. Congress, 1967a] reinstated both the investment tax credit 
and the use of accelerated depreciation on real property, effective 
March 9, 1967. The reason for the early reinstatement expressed by 
Senate Report No. 79 [U.S. Congress, Senate, 1967b, p. 1] accompanying 
the bill was that "the inflationary forces which the suspension of 
these provisions was designed to moderate have abated . . . .  Restora­
tion of these provisions will now encourage a resumption of balanced, 
economic growth with high levels of employment and stable prices."
The Tax Reform Act of 1969 [U.S. Congress, 1969a] made three 
changes to the tax laws relating to capital investment. The first was 
the repeal of the investment tax credit, effective April 18, 1969.
This repeal was designed to ease the inflationary pressures thought to 
be contributed by the credit and to eliminate its perceived 
inconsistency with the then existing monetary policies. The second
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result of the Tax Reform Act of 1969 was the reduction in depreciation 
benefits on non-residential real property and used residential real 
property. Subsequent to 1969, acceptable depreciation methods on new 
non-residential real property included the straight-line and 150% 
declining balance methods; on used non-residential real property, the 
straight-line method; and on used residential real property, the 
straight-line and 125% declining balance methods. The reason for this 
change was to reduce the attractiveness of investment in real property 
for the specific purpose of sheltering otherwise taxable incomes. The 
third result of the Tax Reform Act of 1969 was the designation of 
accelerated depreciation as a tax preference item. According to House 
of Representatives Report No. 91-413 [U.S. Congress, 1969b, pp. 8-9], 
"preferences in the present tax laws have accumulated over the 56 years 
that the present.income tax laws have been in effect . . . .  Although 
tax preferences may have been justified at the time of their inception, 
it is not clear that they are needed or desirable in today's economy."
The Kennedy era saw extensive use of tax policy to either 
stimulate or retard capital investment. The two primary uses came with 
the liberalization of the tax lives in Rev. Proc. 62-21 and the 
investment tax credit. Both of these were designed to have a twofold 
effect on the private sector. The first effect was to impact the 
formation of capital, thus making capital investment either more or 
less attractive. The capital formation stimulus effected by the 
liberalization of depreciable lives resulted from increased 
depreciation deductions and thus a reduction in the taxes otherwise 
payable to the federal government. Since the investment tax credit 
directly reduces taxes, its institution or suspension impacts the
51
capital available for investment. The second effect was to provide 
either an incentive for or a deterrent to capital investment. The 
liberalization of depreciable lives increased the profitability of the 
investment in a capital budgeting framework, i.e., increasing the 
internal rate of return to be generated by the investment. The on 
again / off again investment tax credit increased or decreased the 
profitability of the investment within the same capital budgeting 
framework.
1971-1980; The Nixon Era
The previous time period of 1962-1970 saw extensive use of tax 
policy designed for economic regulation via its impact on capital 
investment. In the subsequent period, 1971-1980, the use of such tax 
policy was somewhat subdued.
In 1971, the Treasury Department issued T.D. 7128 [1971-2 CB 132] 
which added the Asset Depreciation Range (ADR) system of useful life 
determination to replace the guideline life system of Rev. Proc. 62- 
21. At about the same time that the Regulation became final, the 
Treasury issued Rev. Proc. 71-25 [1971-2 CB 553] which detailed the 
class lives as specified in the Regulation. Doubt over the 
administrative authority to issue such Regulations led Congress to 
enact the Class Life Asset Depreciation Range (CLADR) system in the 
Revenue Act of 1971 [U.S. Congress, 1971a]. The CLADR system made only 
minor changes to the ADR system and resulted in the issuance of Rev. 
Proc. 72-10 [1972-1 CB 721], later modified by Rev. Proc. 77-10 [1977-1 
CB 548], to replace Rev. Proc. 71-25. The ADR system put into place by 
the Treasury Department was designed to quiet the controversies that 
had developed over the guideline system of Rev. Proc. 62-21.
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Also enacted in the Revenue Act of 1971 was the restoration of a
7% investment tax credit, called a job development credit, on qualified
property placed in service after August 15, 1971. The rationale behind
this restoration is found in the House Report No. 92-533 [U.S.
Congress, 1971b, pp. 3-5]:
"Your committee believes that this bill is necessary because the 
performance if the economy in recent months has been 
unsatisfactory. The growth of our GNP has been small, 
unemployment has remained too high, and capital goods expenditures 
have hardly grown at all . . . .  In view of the fact that lagging 
investment in machinery is one of the principal causes of the 
present depressed economic state, your committee has adopted a job 
development credit along the lines of the investment tax credit 
repealed in 1969 . . . ."
The Tax Reduction Act of 1975 [U.S. Congress, 1975a] renamed the
job development credit as the investment tax credit, and temporarily
increased the percentage from 7% to 10%. The increase was made
permanent by the Revenue Act of 1978. In approving the increased
credit in 1975, Senate Report No. 9^-36[U.S. Congress, Senate, 1975b,
p. 12] concluded that:
"In view of the low and decreasing level of economic activity and 
the poor expected level of investment, the committee concluded 
that a balanced program which encourages both consumption and 
investment will be a more effective method of stimulating the 
economy than attempting to focus all of the tax stimulus on 
consumption."
The evolution of the tax laws dealing with capital investment in 
this period took two paths. The first path led to the adoption of the 
ADR system and all amendments resulting therefrom. This action was 
more for administrative convenience than for economic stimulation. The 
second path led to the restoration of and later increase in the 
investment tax credit. This action was directly aimed at stimulating 
capital investment. The stimulus to capital investment was designed
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first to aid in capital formation via reduced taxes, and secondly to 
enhance the profitability of the investment within a capital budgeting 
framework.
1981: The Reagan Era
The specific provisions of ACRS will be discussed in Chapter 3. 
Because the present study is to center around the ACRS provisions of 
ERTA, however, discussion of its economic rationale will be more 
detailed than the previous discussions of changes in the tax law 
affecting capital investment.
The ACRS provisions were part of a total package incorporated in 
ERTA designed to stimulate capital formation and growth, real economic 
growth, and productivity growth. The term coined by the Reagan 
administration to reflect the economic rationale of their intentions 
was supply-side economics. Supply-side economics, which many believed 
to be revolutionary economic thought, was merely the resurfacing of 
classical economic ideas espoused by such well knowns as David Hume, 
Physiocrats, and Adam Smith [Barth, 1981]. Supply-side economics has 
as its basis the idea that supply creates its own demand. This was one 
of the two premises of the laissez-faire policies of the period 1913— 
1933. Supply-side economics, which focuses on the effect that tax 
rates have on relative prices, aggregate supply and economic growth, 
attributes the poor economic performance in the U.S. over the past ten 
to fifteen years to the fact that savings, work, and output have been 
taxed, while consumption, non-work, leisure, unemployment, and 
retirement have been subsidized. Thus, the key to renewed economic 
growth lay in reversing the effects of taxes and subsidies.
To appreciate the mechanism by which the supply-side economists
hoped to reverse the effects of taxes and subsidies, one must view the
Reagan economic program in total before looking at its specific
facets. The total economic package envisioned by Reagan was comprised
of four components. The first component consisted of a stringent
budget policy to reduce the rate of growth in federal spending. The
second component consisted of a non-inflationary monetary policy
developed in cooperation with the Federal Reserve. The third component
consisted of regulatory reform to eliminate unnecessary government
regulation. The fourth and final component consisted of an incentive
tax policy to increase the after-tax returns for work, savings, and
investment. All four of these components were considered to be
interdependent in producing the desired economic stimuli.
Just as all four components of Reagan's economic program have a
bearing on the anticipated effects of changes in the tax law, so too do
the components of Reagan's tax law changes have a bearing on the
anticipated effects of changes in the depreciation laws. These
anticipated effects were described by Donald Regan, the Secretary of
the Treasury, in testimony before the Committee on Ways and Means,
U.S. House of Representatives [U.S. Congress, 1981a, p. 6], on
February 24, 1981:
"The ultimate source of strength in this society is its people.
We can restore growth to our economy if we first restore the 
households and businesses, their primary responsibility for 
decision making and initiative . . . .  The administration is 
proposing a bold and dramatic program designed to restore an 
environment in which after tax, after inflation return for hours 
worked and savings invested is substantially higher than exists 
today . . . .  The administration's economic program has four 
components (one of which is) . . .a n  incentive tax policy to 
increase the after tax returns for work, savings and investment .
. . . The tax program is predicated on the simple reality that we 
must reduce the tax barriers to work, savings and investment."
In reducing the tax barriers to work, savings, and investment, 
different types of changes in the tax law were felt to be necessary.
To reduce the tax barriers to work and savings, the President's program 
called for an across-the-board three year reduction in the marginal tax 
rates. The original proposal called for a 30% reduction. The 
reduction incorporated in ERTA, however, amounted to only 25%. The tax 
rate reductions were aimed at the margin because, according to the 
supply-side economists, it is at the margin that decisions between work 
and leisure are made. It is also at the margin that decisions between 
savings and consumption are made. Thus, by lowering marginal tax 
rates, the trade-off between work and leisure and between savings and 
consumption at the margin would be biased toward work and savings.
To understand this bias, one must look to the predicted behavior 
effected by marginal rate reductions. First, the incentive to work 
more, at the expense of leisure, is predicated on the view that by 
increasing the after tax real wage return, the price of work relative 
to leisure would fall. Individuals currently employed would be induced 
to work more hours, while those not currently employed would be induced 
to seek employment more aggressively. Expansion of total employment 
was hoped to result in increased economic growth.
The incentive to save more at the expense of current consumption 
is predicated on the view that a reduction in the marginal tax rates 
decreases the relative price of future consumption. Since future 
consumption equals current savings plus the after-tax interest earned 
on the savings, the more one saves today, the more he can consume in 
the future. The predicted impact on the savings/consumption issue is 
critical to the reduction of tax barriers to the third element,
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investment. The savings function provides the source of capital, i.e.,
captital formation, necessary for the third facet, investment, to
become operative.
Over the past decade, many felt that, because of inflation, the
real value of depreciation allowances has greatly eroded. The sluggish
economic growth in the United States is viewed, in part, as being
attributable to inadequate capital investment. To spur captial
investment and to lead the way for renewed economic growth, tax
barriers to such investment must be lifted. The lifting of these tax
barriers to capital investment was to come about by allowing for a more
rapid system of cost recovery. By increasing incentives to invest, the
supply-siders felt that capital outlays would expand. This expansion
would result in increased productivity and economic growth. In
defending the President’s tax reduction proposals before the Senate
Finance Committee [U.S. Congress, 1981b, p. 12] on May 13, 1981,
Secretary Regan said:
"Some have suggested that a greater share of the total tax 
reduction should go to business firms since they make investment. 
However, the personal tax reductions are as important to 
investment as are the business tax proposals. ACRS, alone, cannot 
finance the investment gains that we must have to get employment, 
productivity and real wages growing again. To be sure, ACRS will 
sharply lower the cost plant and equipment and greatly increase 
the rate of return and the desire to invest. But a large share of 
the money for that investment must come from private savers, and 
individuals must be willing to work and to learn personal skills. 
For that, personal tax rate reductions are the best thing that 
could happen to business . . . .  The President’s tax program is 
specifically designed to increase savings and investment by 
lowering marginal rates of tax and allowing faster capital 
recovery."
The economic rationale embodied in all four facets of Reagan's 
program for economic recovery, Reaganomics, is a blending of the ideas 
of the classical economists and of Keynes. Reagan's economic
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philosophy was to return to the private sector the major responsibility 
for economic growth and stability, i.e., to have consumption and 
investment by the private sector move the economy to its maximum 
potential and to remove as much as possible the government interference 
in the market mechanism of the private economy.
Assessment of the Success or Failure of Tax Policy Relating to Capital 
Investment in Achieving Its Goal
Opinion as to the degree of success achieved by the use of tax 
policy to influence capital investment is mixed. Some research 
indicates such tax policy to be a highly effective fiscal tool, while 
other research denies its effectiveness. Past studies designed to 
assess the impact on capital.investment of changes in the tax law can 
be placed into one of two categories. The first category is normative 
research in which various econometric models are used to assess the 
probable impact on capital investment of a specific tax change. The 
other category is empirical research in which surveys are conducted to 
assess the degree to which a specific tax change influences the 
investment decision making process. Numerous studies have been 
conducted in both of these categories. The following is a brief 
discussion of some of the major conflicting views.^
One study which has been quoted in many subsequent studies was 
conducted by Hall and Jorgenson [1967, p. 413]. This study focused on 
the impact on capital investment of the accelerated depreciation 
provisions introduced in 1954, the guideline life system in Rev. Proc. 
62-21, and the investment tax credit introduced in 1962. The results
^These views are summarized in part from Gravelle [1980].
58
of this study strongly support the use of tax policy as an inducement 
to capital investment. "The effects of accelerated depreciation are 
very substantial, especially for investments in structures. The 
effects of the depreciation guidelines of 1962 are significant, but 
these effects are confined to investment in equipment. The effects of 
the investment tax credit of 1962 are quite dramatic and leave little 
room for doubt about the efficacy of tax policy in influencing 
investment behavior." A later study by Hall and Jorgenson [1969] which 
focused on the subsequent changes to the investment tax credit through 
1966 supported their earlier findings that tax policy significantly 
influences investment decisions.
Many have criticized the findings of Hall and Jorgenson because of 
various assumptions incorporated in their model. Because of the very 
nature of econometric modeling, however, neither the results nor the 
refutations of the Hall and Jorgenson studies are clearly compelling.
A later study by Brischoff [1971] examined the effect on 
investment of the accelerated depreciation provisions of 195*1 and the 
investment tax credit. His findings generally support those of Hall 
and Jorgenson, but conclude that the stimulus from the investment tax 
credit was stronger than from the accelerated depreciation.
A study by Klein and Taubman [1971] examined the effect on 
investment of a temporary versus a permanent suspension of the 
investment tax credit. Their analysis used the Wharton model and 
demonstrated that both tax changes influenced investment. The 
temporary suspension, however, exerted greater influence than the 
permanent suspension.
Another study, using the MIT model, by Aaron, Russek, and Singer
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[1972] looked at the impact of the incentive reductions in the Tax 
Reform Act of 1969 and the incentive enhancements in the Revenue Act of 
1971. Their results support the role of tax policy in inducing 
investment, but differ from other studies with respect to the degree of 
that support.
While it is true that all of the above mentioned studies generally
support the contention that tax policy is an effective tool in
stimulating capital investment, a caveat is in order. Each of the
discussed studies used econometric modeling techniques. The results of
such techniques are largely dependent upon the assumptions incorporated
therein. Changing only slightly one or more of the assumptions can
lead to vastly different results. In addition, and perhaps even more
importantly, the use of different econometric models with the same
input and assumptions can lead to significantly different results.
This is illustrated dramatically by a study by Chirinko and Eisner
[1981a]. In that study, the authors estimated the effects of altering
different investment tax parameters, i.e., changing the depreciation
deduction and/or the investment tax credit, using six nationally
recognized econometric models. The models chosen were BEA, Chase, DRI,
1 3
Michigan, MPS and Wharton. The results obtained from each of the
six models were compared among themselves and with the results from the
Treasury model. Chirinko and Eisner [1981b, p. 26] concluded that:
"The final result of our analysis, for now at least, must then be 
that one can get almost any answer one wants as to the effects of 
tax incentives for investment by making sure that the chosen model 
has specifications appropriate for one's purpose. The six models
^The BEA model is from the Bureau of Economic Analysis; the DRI 
model is from Data Resources Incorporated; and the MPS model (monetary 
policy simulations) is from the Federal Reserve Board.
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that we have examined give vastly different results. Our analysis 
of the equations and simulations suggests that where large 
responses of investment to tax stimuli are indicated, they hinge 
upon crucial, controversial assumptions . . . .  To proceed with 
major acceleration of depreciation or investment credits on the 
assumption that they will have commensurate effects in increasing
investment must then rest essentially on faith.”
In the area of empirical research into the effect of changes in
tax policy on capital investment, major findings indicate that such
changes have little or no impact on investment decisions. In a
preliminary study by Edmonds [1955] following the introduction of
accelerated depreciation in 1954, 60% of those surveyed indicated that
such accelerated depreciation provisions would not speed up their
capital expenditures program. In fact, as late as 1960, 5856 of the
depreciation was still claimed on the straight-line basis [Gravelle,
1980].
The response to questionnaires concerning the probable impact of 
the investment tax credit in 1962 on investment generally indicated 
that such credit would have little or no impact thereon [Cook, 1967]. 
The McGraw-Hill Survey in 1962 indicated an increase of only M  in the 
1962 expenditures as a result of the investment tax credit. A survey 
conducted by the National Industrial Conference Board taken in 1962 
indicated that the increase in 1963 expenditures would be small, less 
than 1% for more than half of the businesses questioned [Gravelle, 
1980].
Woodward and Panichi [1965] reported that of the firms they 
surveyed indicated that the credit exerted no influence on their 
investment decisions. Finally, Eisner and Lawler [1975, p. 212] 
concluded that "survey responses have indicated only modest effects of 
tax measures designed to stimulate or discourage capital investment."
The wide use of tax policy in inducing capital investment would 
suggest that the lawmakers believe in its effectiveness. In fact,
House and Senate reports accompanying most of the bills containing 
specific changes explicitly or implicitly suggest that the then present 
use of a change in the tax law is supported by the success of past 
changes. Indeed, many of the supporters of the ACRS provisions of ERTA 
based their support, in part, on the perceived success of the Kennedy 
tax program in the 1960's.
SUMMARY AND CONCLUSION
Sufficient capital investment, or lack thereof, plays a key role 
in economic growth and stability. As was demonstrated in the simple 
economy, capital investment must increase in order for the economy to 
remain healthy. Too little capital investment results in economic 
downturn, while too much results in inflation. Maintaining a proper 
balance between too little and too much capital investment is, at best, 
a precarious task. One method utilized by the federal government to 
maintain this balance is tax policy.
The utilization of tax policy to induce desired levels of capital 
investment actually seeks to accomplish two related goals. The first 
goal is to aid in providing the necessary capital to accomplish the 
overall purpose. The second goal is to make capital investment either 
more or less attractive. Historically, tax policy relating to capital 
investment has taken two paths. The first path dealt directly with the 
depreciation deduction allowed in computing taxable income. The second 
path dealt with a direct reduction in the taxes payable, by way of an 
investment tax credit. The manner in which each of these devices was 
to achieve its economic goal will be briefly explored.
The depreciation deduction depends upon both depreciable life and 
depreciation method. Altering the depreciable life and/or the 
depreciation method results in a change in the allowable deduction. If
the deduction is increased by way of a liberalization of life and/or 
method, the taxable income and thus the taxes payable are reduced.
Since the depreciation deduction does not involve any cash flow per se, 
the reduction in taxes otherwise payable to the government allows the 
private sector to retain capital for investment purposes, thus 
accomplishing the first goal of capital formation. The capital 
budgeting framework within which investment decisions are analyzed 
compares the present values of net cash flows expected to be generated 
by the investment. The greater the present value of the net cash 
inflow, i.e, the greater the internal rate of return to be generated by
the investment,, the more attractive that investment becomes. Even 
though depreciation itself does not involve any cash flow, the tax 
savings created thereby do generate a positive cash flow. Therefore, 
the greater the depreciation deduction, the greater the tax savings.
All else being equal, this results in a greater internal rate of return 
to be generated by that investment, thus accomplishing the second goal 
of enhancing the attractiveness of the investment. On the other hand, 
reduced capital formation and lessened attractiveness of the 
investment, would occur when the depreciable life is extended and/or 
the depreciation method is contracted.
The same analysis as was made relative to the depreciation 
deduction can be made for the investment tax credit. Since the 
investment tax credit directly affects taxes otherwise payable to the 
federal government, it acts as a subsidy from the government to the
investor. Such subsidy aids indirectly in capital formation by 
reducing the net cost of the asset by the amount of the tax reduction. 
The reduction in the net cost of the investment increases the net cash 
flow to be generated by the investment, thus enhancing the internal 
rate of return.
The success or failure of the tax policy measures designed to 
induce specific levels of capital investment depends, to a great 
extent, on the expectation of the investor. Since profit motivation 
plays a dominant role in the investment decisions by the private sector 
in a capitalistic economy, one's expectation plays a key role in the 
investment decision. Tax policy can only contribute to the overall 
decision making process by the investor. Whether or not the desired 
outcome is achieved by the use of tax policy depends, to a large 
extent, upon the degree to which the tax change influences 
expectations.^
■^See Expectations and the Economy: A Volume of Essays,
submitted to the Joint Committee, December 11, 1981.
CHAPTER 3
THE FEDERAL TAX LAW AND STATE TAX LAW BEFORE AND AFTER ERTA 
INTRODUCTION
Before the modeling process can begin, one must fully understand 
the foundation upon which the model is to be built. The foundation is 
dual faceted because it is based upon both federal law and Florida law. 
The federal law establishes the taxable base while the Florida law 
establishes the method of taxing this base. Specifically, Florida law 
dictates the corporate tax rate and provides that the taxable base be 
determined by reference to the federal taxing statutes. Because the 
Florida tax base is determined by reference to the federal taxing 
statutes, federal law is integral to the determination of the Florida 
corporate tax. Therefore, the understanding of the foundation 
underlying the modeling process requires a comprehension of the federal 
tax laws and the state tax laws germane to the question at hand.
In view of the above, this chapter proceeds as follows. First, 
the federal taxing statutes pertinent to the study, i.e., the 
depreciation provisions and related provisions are examined. 
Specifically, the examination entails (1) an analysis of the 
depreciation provisions and related provisions under pre-ERTA law; and 
(2) an analysis of the ACRS provisions and related provisions under 
ERTA, as well as the subsequent changes made by the recently passed Tax 
Equity and Fiscal Responsibility Act of 1982 (TEFRA). Secondly, the 
Florida corporate tax is examined. The examination entails (1) a brief
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history, including legislative intent, of the Florida corporate tax;
(2) an analysis of the Florida corporate tax prior to legislative 
action incorporating the provisions of ERTA; (3) an analysis of the 
Florida corporate tax subsequent to legislative action concerning ERTA; 
and (4) a discussion of the revenue implications of the changes made to 
the Florida corporate tax law. Thirdly, the policy implications to 
Florida of state tax conformity will be examined. Finally, the chapter 
will end with a summary and conclusion.
FEDERAL TAX LAW RELATIVE TO DEPRECIATION BEFORE AND AFTER ACRS 
With the enactment of ACRS came both a simplification of 
depreciation computations and a liberalization of the deduction 
allowed. The simplification was accomplished by narrowing greatly 
the allowable depreciation methods and depreciable lives used in 
computing the depreciation deduction. The liberalization was 
accomplished by altering both components of depreciation, i.e., 
depreciation method and depreciable life. By comparing and contrasting 
both depreciation method and depreciable life as existed under prior 
law with those existing under ACRS, one can appreciate both the 
simplification and the liberalization inherent in ACRS. This 
comparison and contrast coupled with an understanding of the economic 
rationale behind the enactment of ACRS will enable one to better grasp 
the revenue implications to the State of Florida because of ACRS. 
Depreciation Under Prior Law
Prior to the enactment of ACRS, five basic methods of depreciation 
were allowable under Section 167 of the Internal Revenue Code (IRC). 
These five methods consisted of the straight-line method, the sum of 
the years digits method, the double declining balance method, the 150$
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declining balance method and the 125$ declining balance method. Use of 
a specific method depended upon the type of property in question. An 
initial distinction was made between real property and personal 
property, with further distinctions within each of these property 
classes.
Within the real property class, five designations were possible. 
First, the real property was designated as either non-residential or 
residential. If the property was non-residential, "it was further 
classified as either new or used. If the property was residential, it 
too was classified as either new or used. If the residential property 
was used, it was once again classified as having a useful life of 
either 20 years or more, or less than 20 years. Within each of these 
five possibilities, specific depreciation methods attached. The 
allowable depreciation methods for each of the five possible categories 
of real property are shown in Table 3-1. As can be seen twelve 
possible outcomes on real property existed in determining depreciation 
method under prior law. With respect to depreciable life, the taxpayer 
used the facts and circumstances method or the guidelines set forth in 
Rev. Proc. 62-21. The facts and circumstances method of determining 
depreciable life has been in effect since 1913 [McCarthy, Crumbley, and 
Davis, 1982]. Under the facts and circumstances method, the taxpayer 
determines the asset useful life based upon such factors as "(1) wear 
and tear and decay or decline from natural causes, (2) the normal 
progress of the art, economic changes, inventions, and current 
developments within the industry and the taxpayer's trade or business,
(3) the climatic and other local conditions peculiar to the taxpayer's 
trade or business, and (4) the taxpayer's policy as to repairs,
renewals, and replacements" [Reg. 1.167(a)—1(b)]. In general, the 
depreciable life on real property ranged from twenty years up to and 
beyond fifty years. In computing depreciation, salvage value was taken 
into account.
TABLE 3-1
DEPRECIATION METHODS ALLOWED UNDER PRIOR LAW - REAL PROPERTY
Real Property
Non-Residential Residential
New Used New Used




125$ X X X
SL X X X X X
Within the personal property class, one of five designations was 
possible. First, the personal property was designated as either public 
utility property or non-public utility property. The non-public 
utility property was further designated as either new or used. If the 
property was new, it was further designated as either having a useful 
life of three years or more, or having a useful life of less than three 
years. If the property was used, the same useful life designation was 
made. The allowable depreciation methods for each of the five possible 
categories of personal property under prior law are shown in Table 3- 
2. As can be seen from Table 3-2 one of ten possible outcomes on
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personal property existed under prior law. In determining depreciable 
life on personal property, the taxpayer used either the facts and 
circumstances method, or the Class Life Asset Depreciation (CLADR) 
system. CLADR grouped assets into different categories and provided 
guideline lives to be applied in the determination of the allowable 
depreciation deduction. The guideline lives specified a lower limit, a 
midpoint life and an upper limit. The class life ADR midpoint lives 
varied from 2.5 years up to and beyond twenty years. Salvage value was 
generally a factor in determining the depreciation deduction over the 
asset useful life.
TABLE 3-2
DEPRECIATION METHODS ALLOWED UNDER PRIOR LAW - PERSONAL PROPERTY
Personal Property
Non-Public Utility Public Utility
New Used





SL X X X X X
Just as real property was distinguished from personal property 
under the depreciation provisions, so too were they distinguished under 
the recapture provisions. Section 1250 governed recapture on real 
property. It provided, in general, that part of the gain on the
disposition of real property be treated as ordinary income. The 
portion of the gain receiving ordinary income treatment was the excess 
of depreciation allowed under an accelerated method over the 
depreciation that would have been allowable under the straight-line 
method attributable to years subsequent to 1975 or a percentage of this 
excess depreciation attributable to years prior to 1976. Any remaining 
gain was subject to the netting in Section 1231.
Section 1245 governed the recapture on personal property. Like
Section 1250, Section 1245 provided that part of the,gain on the
disposition of Section 1245 property be treated as ordinary income.
That portion of the gain receiving ordinary income treatment was the 
part representing previously allowed depreciation. Any remaining gain 
was subject to the netting in Section 1231.
Depreciation Under ACRS As Modified by TEFRA
ACRS went a long way towards eliminating the complexities 
surrounding depreciation under prior law. ACRS accomplished this 
simplification by limiting both allowable depreciation methods and 
depreciable life. The limiting process came about by grouping all 
tangible depreciable assets into one of five categories. The five 
categories, termed recovery classes, consist of the following; three- 
year property, five-year property, ten-year property, fifteen-year 
public utility property, and fifteen-year real property. Within each 
recovery class both depreciation method and depreciable life are 
mandated.
Personal property is, in general, classified as either three-year 
property, five-year property, ten-year property, or fifteen-year public 
utility property. Three-year property is personal tangible property
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with a present ADR midpoint life of four years or less, or personal 
property used in research and experimentation. Three-year property is 
written off generally over a three year period. Five-year property is 
personal tangible property not falling in any other class. Five-year
property is written off generally over a five year period. Ten-year
property is public utility property with an ADR midpoint life of 18 to 
25 years, railroad tank cars, residential manufactured homes, and real 
property with an ADR midpoint life of 12.5 years or less. Ten-year 
property is written off generally over ten years. Fifteen-year public
utility property is such property with an ADR midpoint life of more
than 25 years and is written off generally over a fifteen year period.
Each of these four recovery classes provides for depreciation 
determination by applying a statutory percentage to the basis of the 
property. The statutory percentage as amended by TEFRA applied to 
each of the four recovery classes approximates 150$ declining balance, 
including a half-year convention in the year of acquisition, with a 
switch to the straight-line method at a time to optimize the 
deduction. The basis to which the statutory percentage is applied 
depends upon when the property was placed in service. If placed in 
service prior to January 1, 1983, the basis is the unadjusted basis as 
determined by the usual means. If the property was placed in service 
after December 31, 1982, however, the basis of the property qualifying 
for the investment tax credit generally must be reduced by one-half of 
the investment tax credit determined under Section 46(a)(2). In lieu 
of the basis reduction, the taxpayer may elect to reduce the regular 
investment tax credit percentage by two percentage points.
Within each of the four recovery classes, the taxpayer may elect
to use the straight-line method in lieu of the regular ACRS method.
With the straight-line method, the taxpayer may also elect a 
statutorily determined recovery period in excess of that specified for 
the regular ACRS method. Salvage value is ignored under ACRS for 
personal property. No distinction is made between new and used 
property. In general, the same recapture rules as existed under prior 
law for personal property exist under ACRS. The recapture rules tax 
gain, if any, as ordinary income to the extent of prior depreciation 
deductions.
Most real property is categorized as fifteen-year real property. 
Fifteen-year real property is written off generally over a fifteen year 
period. Annual depreciation deductions are computed by applying a 
percentage, determined by Regulation, to the unadjusted basis of the 
real property. This percentage approximates the 17555 declining balance 
method, with a switch to the straight-line method at a time to optimize 
the deduction. As is the case with personal property, the taxpayer may 
elect to use the straight-line method in lieu of the regular ACRS 
method, in which case he may also elect a statutorily determined 
recovery period in excess of that specified for the regular ACRS 
method. Salvage value is ignored. In addition, no distinction is made 
between new and used property. Initially, no distinction exists 
between residential and non-residential property. Upon subsequent 
disposition, however, the distinction between residential and 
non-residential property can be quite significant. The disposition of 
residential property subject to the regular ACRS provisions carries 
with it the same recapture potential as existed under prior law. That 
recapture results in the gain, if any, being taxed as ordinary income
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to the extent that accelerated depreciation exceeds straight-line 
depreciation. The disposition of non-residential property subject to 
the regular ACRS method, however, carries with it different recapture 
potential than existed under prior law. Upon disposition of the non- 
residential real property subject to the regular ACRS method, the gain, 
if any, is taxed as ordinary income to the extent of previously allowed 
depreciation deductions. This subjects the non-residential real 
property to the same recapture potential as exists for personal 
property. The recapture potential for both residential and non- 
residential real property can be avoided if the straight-line election 
under ACRS is made.
Table 3-3 compares the depreciation methods allowable under prior 
law with those under under ACRS for personal property. Table 3-4 
compares the depreciation methods under prior law with those under ACRS 
for real property.
TABLE 3-3
COMPARISON OF DEPRECIATION METHODS UNDER PRIOR LAW AND ACRS
Personal Property
Pre-ERTA Law ACRS
Non Pubilc Utility Public Utility
New Used
2 3 years <3 years >3 years •4 3 years
SO YD X
DDB X
150$ X X X
125$ X
SL X X X X X X
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As can be seen from the foregoing discussion, ACRS has greatly 
simplified the application of depreciation method. It also has 
liberalized, in most cases, the application of depreciation method as 
well as the period of asset write-off, thus generally allowing for a 
more rapid recovery than was possible under prior law.,
TABLE 3-M




New Used New Used





125? X X X
SL X X X X X X
THE FLORIDA CORPORATE TAX
History of the Florida Corporate Tax
The Florida corporate tax has been in existence for a relatively 
short time. It was formally enacted on November 2, 1971, and was 
designed to be an excise or a privilege tax measured by net income.
The enactment of the Florida corporate tax required a constitutional 
amendment, since prior to amendment, the Florida Constitution 
prohibited the legislature from imposing any income tax. The specific
amendment to the Florida Constitution removed the prohibition against 
taxing income from corporations by limiting the income tax prohibition 
to "natural persons." As provided in Section 5 of Article VII of the 
Florida Constitution, "no tax upon the income of residents and citizens 
other than natural persons shall be levied by the state, or under its 
authority, in excess of 5% of net income." Thus, the only income tax 
in Florida is at the corporate level. There is no individual income 
tax in the State^ nor is there an income tax on the earnings of a 
trust created by a private contract between a settlor and a trustee. 
Estates are taxed only to the extent of the federal credit.
The original intent behind the enactment of the Florida corporate 
tax was four-fold. The first stated intent was to tax corporations for 
the privilege of conducting business and deriving income within the 
State of Florida. The second stated intent was that the tax be an 
excise or privilege tax measured by net income as opposed to a property 
tax. The third stated intent was that the federal tax laws be utilized 
to the greatest possible extent in fashioning the Florida corporate tax 
in order to facilitate administration, taxpayer compliance, and the 
sharing of information between federal and state authorities. The 
final intent was that imposition of the tax be of a prospective nature, 
i.e., the legislature reserving the right to amend the law from time to 
time as the federal tax laws changed. Thus, with the constitutional 
amendment and the statutorally expressed intent, the Florida corporate
^Florida was one of the earliest states to tax income. In 1845, 
it adopted a forerunner of the individual income tax by taxing incomes 
of selected groups such as lawyers, tollroad owners and ferryboat men. 
This tax was repealed in the mid 1850's. All subsequent attempts to 
enact an individual income tax in Florida have failed.
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income tax was born.
The Florida Corporate Tax Prior to Legislative Action Concerning ERTA
Neither the original Florida corporate income tax provisions nor
any subsequent amendments to them allowed for automatic piggybacking of
1 6
the state tax base on the federal tax base. Rather, through the 
years the federal tax laws as of a specific date were incorporated by 
reference. Legislative action was and is necessary to change the 
effective date referenced. Therefore, the legislature has the 
discretionary power of piggybacking. When ERTA was signed into law, 
the Florida Statute provided the corporate tax base be tied to the 
Internal Revenue Code (IRC) as in effect on January 1, 1980. This 
meant that items comprising gross income and deductions therefrom in 
the Florida tax base were the same as the items in the Federal tax base 
determined under the IRC effective January 1, 1980. Thus, prior to 
legislative action, the Florida corporate taxpayer could make no use of 
any provision of ERTA in computing Florida corporate tax liability.
As was discussed previously in Chapter 1, the Florida corporate 
tax is computed as five percent of net income. Net income is defined 
as the adjusted federal income apportioned to the State, less a maximum 
exemption of $5,000. Adjusted federal income is defined as the 
taxpayer's taxable income computed in accordance with the IRC effective 
on January 1, 1980, adjusted by certain additions and subtractions.
The additions include (1) state corporate tax deducted on the 
federal return; (2) interest excluded under Section 103(a)(1) of the
^The term piggybacking means that the state taxable base is the 
same as the federal taxable base subject to allowable state adjustments 
and exemptions.
IRC, net of expenses disallowed under Section 265(2); (3) excess of net 
long term capital gain over captial gains dividend, in the case of 
regulated investment companies; (4) salaries paid or accrued, equal to 
the economic revitalization jobs creation incentive credit under 
Florida law; (5) ad valorem school taxes paid or accrued, equal to the 
economic revitalization tax incentive credit under Florida law. The 
subtractions include (1) an adjustment to net operating loss 
deductions, net capital loss allowances, excess charitable 
contributions deduction, and the excess contributions deduction under 
Section 404 to exclude events occurring prior to January 1, 1972; (2) 
any amount included in taxable income under Section 78 or Section 951 
of the IRC derived from foreign sources as interest, royalty, or 
compensation for technical services and treated as a dividend from a 
foreign corporation doing little or no business in this country; (3) 
wages paid or accrued in Florida for which no federal deduction was 
allowed pursuant to Section 280C of the IRC.
Adjusted federal income is apportioned to Florida by way of an 
apportionment factor. This factor is comprised of three components; a 
property factor, a payroll factor, and a sales factor. The property 
factor is a fraction, the numerator of which is the average value 
(value meaning original cost) of real and personal tangible property 
owned or rented and used in the State of Florida during the taxable 
year, and the denominator of which is the average value of all such 
property owned or rented and used everywhere. The payroll factor is a 
fraction, the numerator of which is the total amount of compensation 
paid in Florida, and the denominator of which is the total amount of 
compensation paid everywhere during the taxable year. The sales factor
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is a fraction, the numerator of which is the total sales of the 
taxpayer in Florida during the year, and the denominator of which is 
the total sales of the taxpayer everywhere during the taxable year.
The three factors are weighted 25$, 25$, and 50$, respectively, to 
arrive at the total apportionment factor.
Aside from the above mentioned adjustments to the taxpayer's 
federal taxable income, the Florida tax base parallels the federal tax 
base. The parallel between state and federal tax base ended on August 
13, 1981, when President Reagan signed ERTA into law.
The Florida Corporate Tax Subsequent to Legislative Action Concerning 
ERTA
With the enactment of ERTA, and specifically ACRS, Florida State 
legislators were faced with a decision to either amend the Florida 
statute to conform with the newly enacted federal statute, or to do 
nothing. The choice was not easy. The adoption of federal changes 
carried with it the presumption of revenue loss. The maintenance of 
the status quo, however, carried with it the presumption of unduly 
burdensome taxpayer compliance and administrative problems. After much 
deliberation, the legislature reached its verdict. The verdict came as 
a surprise to many who followed the deliberations.
The Florida legislature made two significant changes to the 
Florida corporate tax. The first change allowed the corporate taxpayer 
the option of enjoying the benefits of ACRS. The second change imposed 
an excise tax on the privilege of using such provisions. Each of these 
changes is discussed below.
INCORPORATION OF FEDERAL CHANGE
Instead of simply allowing the corporate taxpayer to compute
adjusted federal income by reference to the IRC as amended by ERTA, the 
legislature provided the Florida corporate taxpayer one of three 
options. The first option provides that " . . .  all amendments to the 
Internal Revenue Code of 1954, as amended and in effect on January 1, 
1980, which were enacted by the Congress of the United States after 
January 1, 1980, and before January 1, 1982, and have effective dates 
prior to January 1, 1982, shall be given effect under this code 
retroactive to the effective date of each such amendment under the 
Internal Revenue Code unless the taxpayer makes the election provided 
for in paragraph (b) or in paragraph (c)" [F.S., Section 
220.03(5)(a)]J^ This option allows for full piggybacking. The 
second option which is elective provides that "the taxpayer may 
make an election . . .  to report and pay the tax levied by this chapter 
as if all such amendments described in paragraph (a) [the first option] 
became effective on January 1, 1982. If such election is made, all 
such amendments shall have no application to such taxpayer for periods 
prior to January 1, 1982, and all transactions and events occurring 
between January 1, 1980 and January 1, 1982, and the continuing tax 
ramifications of such events and transactions shall be governed by the 
law in effect on January 1, 1980" [F.S., Section 220.03(5)(b)]. This 
second option allows for full piggybacking as though the effective date 
of the federal changes was January 1, 1982. The third option which is 
also elective, provides that "a taxpayer may make an election, . . .  to 
report and pay the tax levied by this Chapter as if the Internal 
Revenue Code of 1954, as amended and in effect on January 1, 1980 and
^The codification of the Florida corporate tax laws are found in 
the Florida Statutes, hereinafter referred to as F.S.
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the provisions of Chapter 220 of the 1980 Florida Statutes, are in 
effect indefinitely thereafter . . . .  Taxpayers may one time only 
revoke an election made pursuant to this paragraph . . . .  Such 
revocation shall be prospective in nature, and all transactions and 
events occurring during the period during which the election provided 
for in this paragraph is in effect and the continuing tax ramifications 
of such events and transactions shall be governed by the provisions of 
this paragraph" [F.S., Section 220.03(5)(c)] . This third election 
allows the taxpayer to compute the Florida corporate tax under pre-ERTA 
law, and to revoke such election. The effect of the revocation will be 
to fall under the general rule of the first above-mentioned option for 
all transactions occurring subsequent to the revocation.
In addition to the revocation allowed under the third option, the 
taxpayer who initially opted for the general rule under option 1 may 
elect to report and pay the tax under option 3, exclusive of the power 
of revocation contained therein [F.S., Section 220.03(5)(e)].
EXCISE TAX
The second change in the Florida tax law made by the legislature 
was the imposition of an emergency excise tax. The provisions relating 
to the emergency excise tax are found in Chapter 221 of the Florida 
Statute. As contained in that chapter [Section 221.01], the emergency 
excise tax is imposed on "every taxpayer liable for the tax imposed by, 
and required to file a return under Chapter 220, except for those 
taxpayers subject to Section 220.03(5)(c)." Recall that Section 
220.03(5)(c) relates to the election to be taxed under the provisions 
of the Internal Revenue Code effective January 1, 1980. As provided in 
Section 221.01(1), "the amount of the tax shall be two percent of the
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deduction allowed, in computing adjusted federal income as defined in 
Section 220.13, under Section 168 of the Internal Revenue Code of 1954, 
as amended, exclusive of any deduction allowed under Section 168(b)(3) 
of the Internal Revenue Code of 1954, as amended [relating to the 
straight-line election] apportioned to this State under Section 220.15 
for the taxable year for which the return required by Chapter 220 is 
filed."
An excise tax is also imposed on taxpayers with a net operating 
loss. As provided in Section 221.01(2), "if the taxpayer's net income 
. . .  is a net operating loss . . . exclusive of any deduction allowed 
under Section 168(b)(3) of the Internal Revenue Code of 1954, as 
amended, the amount of the tax shall be 2 percent of an amount equal to 
2 1/2 times: (a) Forty percent of the deduction allowed under Section
168 of the Internal Revenue Code of 1954, as amended, exclusive of any 
deduction allowed under Section 168(b)(3) • . . apportioned to this 
State under Section 220.15 for the taxable year for which the return is 
required to be filed by Chapter 220; (b) minus the net operating loss, 
as apportioned to this State under Section 220.15, excluding any net 
operating loss carryovers and carrybacks."
The purpose of the emergency excise tax was to make the 
incorporation of the ACRS provisions of ERTA revenue neutral. "The 2$ 
rate was based on the assumption that the increased depreciation 
deductions amounted to approximately 40$ of the total depreciation 
taken under ACRS, and that this 40$ would have been taxed at the 5$ 
corporate tax rate, thereby yielding a 2$ (5$ X 40$) excise tax on the 
deductions" [Pierce, 1983, p. 15].
The interaction of the two changes in Florida law made by the
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legislature can be seen in Table 3-5.
TABLE 3-5
REACTION OF FLORIDA LEGISLATURE TO ERTA
General Rule Elective Revocation Excise
Tax









make election for 
option 3, exclusive 








Option 3 Maintain 
reference to 
January 1, 1980 
IRC
Elective Yes, in favor 
of Option 1
No
Revenue Implications of Changes in Florida Corporate Tax Laws
The revenue implications of changes in the Florida corporate tax
can best be expressed by use of a simple example.
Corporation X, a calendar year corporation doing business only in 
Florida, acquired a new piece of machinery to be used in the 
manufacture of basic chemicals. The machine was acquired on January 2, 
1982, at a cost of $100,000. The salvage value of the machine is 
negligible. The Florida taxable income exceeds the $5,000 exemption. 
Corporation X will seek to maximize the present value of tax benefits 
and elects to be taxed under the ACRS provisions at the state level, 
i.e., chooses option 1.
For the Florida income tax, depreciation can be computed under 
prior law and under ACRS with these facts. Under prior law, the
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machine would have been categorized as new personal property with a 
life of three years or more. Its ADR mid-point life from Rev. Proc 77- 
10, is 11 years. Since salvage value is assumed to be minimal, it will 
be ignored. Under ACRS, the machine would be categorized as five-year 
recovery property. Table 3-6 presents depreciation computations under 
prior law and under ACRS, as well as the revenue implications to the
State of Florida.
TABLE 3-6
EXAMPLE OF REVENUE IMPLICATIONS OF CHANGES IN TAX LAW























1982 16,667 15,000 1,667 .05 83 300 383
1983 15,152 22,000 (6,848) .05 (342) 440 98
1984 13,636 21,000 (7,364) .05 (368) 420 52
1985 12,121 21,000 (8,879) .05 (444) - (444)
1986 10,606 21,000 (10,394) .05 (520) - (520)
1987 9,091 - 9,091 .05 455 - 455
1988 7,576 - 7,576 .05 379 - 379
1989 6,061 - 6,061 .05 303 - 303
1990 4,545 - 4,545 .05 227 - 227
1991 3,030 - 3,030 .05 152 - 152
1992 1,515 - 1,515 .05 75 - 75
aSum of the years digits depreciation is used. 
bThe emergency excise tax expires after 1984.
As can be seen from the above example, in absolute terms, the 
State of Florida stands to gain revenue in the first through the third 
and the sixth through the eleventh year of this asset life. It stands 
to lose revenue in the fourth and fifth year. The gain in revenue to 
the State is equal to a tax loss to the taxpayer, while the loss in 
revenue to the State is equal to a tax savings to the taxpayer. The 
impact that the tax savings will have on the taxpayer is at the heart 
of the economic rationale behind the enactment of ACRS as well as the 
passage of ERTA as a whole. This rationale was discussed in Chapter 
2 .
As previously stated, the intent behind the enactment of the 
emergency excise tax was to make any legislative action revenue 
neutral. That is, it was the intent of the legislature, per a mandate 
by the Governor, that any legislative action purporting to bring about 
a loss in revenue have a compensating mechanism to negate any such 
loss. This clearly occurs in the above exmple. In fact, while in 
effect, the emergency excise tax results in a greater revenue gain than 
is lost by the use of the ACRS provisions.1®
As indicated above, Florida permits the corporate taxpayer to 
choose one of three options in determining the state corporate tax
"*®If the property had been non-residential real property, the 
revenue impact would have been just the opposite for the years 1982— 
1985. For example, if the $100,000 had been expended for an office 
building having a depreciable life of 50 years and on which the 150$ 
declining balance method of depreciation was used under pre-ERTA law, 
the revenue impact would have been the following with the same column 
headings as is Table 3-6.
1 2 3 4 5 6 7 8
1982 3,000 12,000 (9,000) .05 (450) 240 (210)
1983 2,910 10,000 (7,090) .05 (354) 200 (154)
1984 2,823 9,000 (6,177) .05 (309) 180 (129)
1985 2,738 8,000 (5,217) .05 (261) - (261)
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liability. All three options "incorporate by reference" the federal
tax law as of a fixed date. Signficant policy issues confront a state
which drafts its tax laws to conform to the federal tax laws. These
policy issues are now considered.
POLICY ISSUES OF STATE/FEDERAL TAX CONFORMITY
When Florida adopted the corporate income tax in 1972, the Florida
legislature was faced with two alternatives with respect to the
enactment of specific state corporate income tax statutes. The first
alternative was to enact original legislation without regard to federal
corporate income tax laws. The second alternative was to adopt
legislation that would conform to the federal corporate income tax
laws. The State legislature opted for the second alternative.
As Samson [1981] points out, there are two possible levels of
state conformity. The first level, termed statutory conformity,
requires the state tax legislation to use the legislative,
administrative, and judicial federal income tax laws as a basis for the
state tax computation. The second level of conformity, termed
administrative conformity, requires statutory conformity and results in
the federal government administering the tax on behalf of the state.
Florida elected statutory conformity by adopting the following
statute in 1972 [ F.S., Section 220.11-12]:
" A tax measured by net income is . . . imposed on every taxpayer 
for each taxable year commencing on or after January 1, 1972, and 
for each taxable year which begins before and ends after January 
1, 1972 . . . .
The tax imposed . . . shall be an amount equal to 5% of the 
taxpayer's net income for the taxable year. . . .  A taxpayer's 
net income for a taxable year which commences on or after January 
1, 1972 shall be that share of adjusted federal income for each 
year which is apportioned to the state under section 220.15 less 
the exemption allowed by section 220.14."
By adopting the provisions of the IRC as of January 1, 1972, the
Florida legislature avoided the problem of the delegation of the taxing
powers granted it under the Florida Constitution. The reason for this
avoidance was that any changes in the IRC after January 1, 1972 had to
be affirmatively incorporated into the Florida statute by the State
legislature. During the history of the Florida corporate income tax,
1 9this affirmative incorporation has occurred six times. The first 
occurred in 1976 when the original 1972 law was changed to refer to the 
IRC as of January 1, 1976. The second occurred in 1977 when the date 
of IRC reference was changed to January 1, 1977. The third occurred in 
1978 when the IRC reference was changed to January 1, 1978. The same 
procedure was followed in both 1979 and 1980. The final incorporation 
by reference took place on April 18, 1982 in reaction to the federal 
enactment of ERTA.
As previously discussed, the Florida legislature reacted to ERTA 
in two important ways. First, the date of IRC reference was changed to 
January 1, 1981, thereby incorporating all of the provisions of ERTA 
effective on that date. The corporate taxpayer was however given the 
option of either being taxed under the provisions of ERTA as though the 
effective date was January 1, 1982, or being taxed under pre-ERTA law 
in effect January 1, 1980. The second reaction to ERTA was the 
imposition of the emergency excise tax, effective through 1984, on 
those taxpayers electing to be taxed under the provisions of ERTA. The 
purpose of the emergency excise tax was to make up for any potential 
revenue loss from the ACRS provisions of ERTA.
19see Footnote 7 in Chapter 1.
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Six policy issues were implicitly involved in the Florida decision 
to conform to the federal law. These policy issues include the 
following: [Samson, 1981, p. 38]
"(1) The constitutionality of the conformity method;
(2) The autonomy of a state with a conforming income tax;
(3) The compatibility of state and federal tax objectives;
(4) The equity of the state tax that uses the federal tax 
base;
(5) The problem of unexpected changes in the federal tax base; 
and
(6) The gain in simplicity and efficiency resulting from the 
adoption of the federal tax statutes."
These six policy issues are now related to Florida.
Constitutionality
As Samson indicates, the constitutional issue could involve "due 
process" and the "improper delegation of power" by the Florida 
legislature. The due process clauses of the Fifth and Fourteenth 
Amendments of the U.S. Constitution prohibit the regulation of property 
and business affairs in ways that are arbitrary, capricious, or 
unreasonable. The constitutional test for due process issues involves 
the doctrine of "rational basis" which analyzes the reasonableness of 
(1) the legislative objective, (2) the means selected to achieve the 
objective, and (3) the effect of the regulation on interests being 
regulated.
The due process problem from the perspective of Florida would 
appear to be minimal. As indicated earlier, the Florida Constitution 
gives the legislature the power to raise revenue via the corporate
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income tax. The Florida corporate taxpayer should have available the 
talent to apply the federal law. Since the ratification of the 
Sixteenth Amendment to the U.S. Constitution, and even before, a 
common body of federal taxing rules, regulations, and decisions has 
been developed. Thus, the effect of incorporation by reference should 
be much more objective, predictable and reasonable than a new approach 
to state corporate taxation that has not been defined by time and/or 
the judicial process.
The issue of "improper delegation of legislative authority" was 
clearly addressed by the use of a fixed date incorporation. The 
legislature did not adopt the IRC prospectively, i.e., automatically 
adopt changes in the IRC that could or would be made beyond the fixed 
date. Rather, the Florida legislature indicated by the six amendments 
to the original 1.972 corporate tax bill that it retained the power to 
make the decision as to whether or not to incorporate the federal 
changes in the state corporate income tax. In fact, a clear indication 
of the state independence from federal legislation was the recent 
granting to the Florida corporate taxpayer the option of not being 
taxed under the provisions of ERTA.
Loss of State Autonomy
There is no federal legislation requiring a state to conform to 
federal corporate income tax laws, nor could there be under the present 
U.S. Constitution. States have the inherent right to raise taxes for 
the general welfare. This type of autonomy cannot be taken away, but 
it may be lost by failure to exercise independence of judgment with 
respect to changes in federal tax legislation.
In view of the Florida legislative history since the enactment of
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the corporate income tax, it would appear that the Florida legislature 
intends to act independently of federal legislation. Agreeing with or 
adapting to changes at the federal level does not necessarily indicate 
the loss of autonomy if the action is a result of the application of 
independent thought both in the analysis of the changes and in the 
judgment used in adopting or rejecting the change.
Compatibility of State and Federal Tax Objectives
Samson raises a valid issue with respect to tax policy objectives 
at the state and federal level. He points out that "in the past, taxes 
were levied simply to raise the money necessary to meet the government 
objectives of providing the basic goods and services required by its 
citizens." Federal tax policy has however expanded to include the 
"reallocation of wealth" and "has undertaken the responsibility for 
managing the economy . . . including economic stability, full 
employment and growth."
It is clearly understood that the long run objective of ERTA is 
the stimulation of the national economy. This long run objective 
recognizes the short run revenue implications at the national level.
The objective of Florida's reaction to ERTA was to preserve the revenue 
that would permit the state to maintain the status quo in funding for 
the general welfare. The national objective was primarily a long run 
approach to a perceived economic problem, while Florida's reaction was 
a short run answer to an immediate problem. Therefore, the national 
goals and state goals are incompatible.
This incompatibility carries with it the additional policy concern 
that state tax laws may work against national goals. For example, 
while the goal of the national legislation was to reduce taxes and to
facilitate the formation of capital to be used for capital investment, 
the state goal was to negate the effect of the federal changes on the 
state level. Whether or not the state negation of the federal changes 
will impede the national policy remains to be seen.
Impounding Federal Inequities into the State Income Tax Through 
Conformity
Any inequity in the tax law at the federal level relative to the 
computation of taxable income will necessarily flow through to the 
state level when the state tax laws conform to the federal tax laws.
The state, however, retains the autonomy to not only correct for these 
inequities at the state level, but also create additional inequities of 
its own.
Unanticipated Fluctuations in State Revenues
The possible time lag in the implementation of a state’s 
adjustment or reaction to changes in the federal corporate tax laws is 
of genuine concern to a conforming state and thus to the State of 
Florida. It is quite possible for the federal legislation to be 
enacted when the Florida legislature is not in session. Since the 
state legislature is required to act affirmatively to incorporate the 
federal changes, a special session could be necessary to address 
expeditiously the change. Thus, significant time lags could develop 
between the effective date of the newly enacted federal legislation and 
Florida's reation to it.
This study clearly recognizes this problem in time lag. Its main 
purpose is to build a viable model that will enable Florida State 
Department of Revenue officials and the Florida legislature to react 
quickly and knowledgeably to potential gains or losses in state
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corporate tax revenues as a result of changes in the federal taxing 
laws. This model, which establishes a state/federal relationship 
allows for the translation of changes in the tax laws at the federal 
level to the state level. Thus, changes in the federal tax laws would 
be analyzed at the state level to allow for the evaluation of the 
significance to the state corporate income tax revenues of such 
change.
Gain in Simplicity and Efficiency
This issue is nothing more than a cost / benefit analysis. The 
costs to a conforming state would involve the failure to react 
expeditiously in the event that federal legislation would have a 
disruptive influence on state corporate tax revenues. This is exactly 
what happened to Florida. ERTA was passed in August, 1981, after the 
state legislature had adjourned. Therefore, the 1981 legislature did 
not piggyback. "That is, it failed to update the Florida Corporate 
Income Tax Code so as to adopt the Federal Internal Revenue Code in 
effect as of January 1, 1981, as it had done every year since the 
enactment of the Florida Corporate Income Tax Code encompassed in 
Chapters 220 and 214. As a result of the 'failure to piggyback,' the 
January 1, 1980 Internal Revenue Code was in effect for the years 1980, 
1981, and 1982 until the Legislature, in early 1982, dealt with the 
piggyback issue" [Pierce, 1983, p. 15].
The benefits to be received by the state in substantially 
conforming to the federal legislation involve the simplicity in not 
only the enactment of state legislation but also its enforcement. 
Because of the evolution of the federal income tax legislation, there 
is at a minimum a common body of knowledge and an understanding
involving such legislation. Treasury Itepartment regulations, IRS 
rulings, and court decisions rendered and handed down over this period 
of time serve as a basis from which new changes in the federal tax 
legislation can be evaluated. This is so because over time, the law 
generally reflects the political, social, and economic mores of its 
constituents.
Should the State of Florida enact its own distinct and non- 
conforming corporate tax legislation, there could very well be a 
considerable period of time before this legislation worked its way 
through the courts for final determination.
In addition to all of the above, Samson summarized the 
administrative benefits of substantial conformance for the state and 
its taxpayers as (1) reduction in the taxpayer's cost of both 
compliance with the state income tax laws and filing of the state tax 
returns; (2) enhancement of taxpayer compliance; (3) enhancement of the 
administrative efficiency of the state revenue department; and (4) 
reduction of both time and effort in the enactment, administration and 
interpretation of the law.
SUMMARY AND CONCLUSION
The impact of ACRS on Florida corporate taxpayers is dependent 
upon both federal tax laws and state tax laws. Significant changes in 
the treatment of depreciation were brought about at the federal level 
by ERTA. Since the Florida tax laws do not automatically piggyback the 
federal tax laws, the Florida legislative reaction to ERTA and more 
specifically to ACRS is integral to the study at hand.
Because of the importance of both Florida tax laws and federal tax 
laws, each was examined separately. This examination focused first on
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the tax laws under the pre-ERTA taxing regime, and secondly, on the tax 
laws under the post-ERTA taxing regime. With the basic groundwork 
laid, it is now possible to begin implementing the modeling process to 
determine the impact of ACRS on State of Florida corporate tax 
revenues.
CHAPTER 4 
THE FLORIDA/US TAX MODEL
INTRODUCTION
The development of the methodology begins and ends with the 
question that is central to this study: "How will the ACRS provisions
of ERTA impact upon State of Florida corporate tax revenues?"
Consistent with this focal point, the logical starting point is the 
Florida corporate tax return. Ideally, all information necessary to 
answer the question is contained on the Florida corporate tax return.
As a practical matter however, the ideal situation does not exist. In 
fact, as is discussed below, the Florida corporate tax return supplies 
only two items of usable information. The needed information not 
contained on the Florida corporate tax return is obtained from national 
sources. Therefore, the methodology is two pronged. First, 
appropriate segments of the national economy are identified and 
isolated in order to develop a Florida economic profile at the national 
level. Secondly, this profile of Florida's economic activity at the 
national level permits the use of national statistics in the 
development of a state/national model.
This chapter discusses the first prong of the methodology, the 
modeling of the national economy to the Florida economy. Chapter 5 
will discuss the second prong of the methodology, the incorporation of 
the national statistics in the model so constructed.
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THE RATIONALE BEHIND THE MODELING OF THE FLORIDA ECONOMY TO THE 
NATIONAL ECONOMY
Identification of Data Elements Necessary to Assess ACRS Impact
Certain basic elements are inherent in the determination of the 
ACRS impact on State of Florida corporate tax revenues. Therefore, an 
identification of these elements is the first priority, followed by an 
examination of the Florida corporate tax return to see if such 
information is reported. The latter determination is made by referring 
to Exhibit I, containing a fascimile of the Florida corporate tax 
return. If the information is not available from the Florida corporate 
tax return, an alternative information source will be identified.
INDUSTRY CLASSIFICATION 
The first element necessary in ascertaining the impact of ACRS on 
Florida corporate tax revenues is the industry classification of the 
taxpayer. This information is essential because various industrial 
groups are likely to be affected differently by ACRS. One reason for 
this potentially different impact is the different effective tax rates 
existing among the different industrial groups [Gravelle, 1982] . In 
addition, some industries are more capital intensive than others; some 
industries require real property investment rather than personal 
property investment, while other industries require just the opposite. 
Some industries are expansionary, while others strive to maintain the 
status quo, and still others are contractive. Examples abound, but the 
point is that the aggregate impact of ACRS on Florida corporate 
taxpayers would not necessarily be shared equally among all industrial 
groups making up the total.
An industrial classification system developed by the federal
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government and used by both federal and state reporting agencies is the 
Standard Industrial Classification (SIC). The SIC is intended to cover 
the entire field of economic activity. Its use is designed to promote 
uniformity and comparability of statistical data collected by both 
governmental agencies and private research organizations. The SIC 
designation classifies a business entity according to its primary 
activity [Statistical Policy Division, 1972]. Therefore, the SIC can 
be used to place corporate taxpayers into proper industrial 
classifications.
Exhibit I indicates that corporate taxpayers are categorized by 
SIC code. The level of categorization is the two-digit SIC level. 
Therefore, the Florida corporate tax return provides information 
sufficient to classify industries by both major category, one-digit SIC 
number, and minor category, two-digit SIC number.
A limitation inherent in the use of any industry classification 
system is that an industry purporting to belong to one industrial group 
may actually belong to one or more industrial groups. This situation 
would exist, for example, in any conglomerate corporation. If it were 
possible to identify specific corporate taxpayers, research could 
uncover all significant business segments. However, State law 
prohibits all direct and indirect identification of specific taxpayers 
[F.S., Section 213.072]. Therefore, it is not possible to determine 
any breakdown inherent in the SIC number reported on the Florida 
corporate tax return. In view of the above, one must assume at the 
onset that the SIC code as indicated on the Florida corporate tax 
return identifies the principal economic activity of the reporting 
entity, and that other economic activities of the reporting entity, if
EXHIBIT I
1981 FLORIDA CORPORATE INCOME TAX RETURN
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A .  C h e c k  If T h i s  Is a  F l o r i d a  
C o n s o l i d a t e d  R e t u r n
0  (see i n structions)
B. St d .  Ind. C lass C o d e  
(see i n structions)
C .  S t a t e  o f  I n c o r p o r a t i o n
D .  F l o r i d a  C h a r t e r  N u m b e r
E. C h e c k  h e r e  if t a x p a y e r  
h a s  el e c t e d  t o  file 
0  as a  D I S C .
F L O R I D A  C O R P O R A T I O N  IN C O M E  T A X  R E T U R N  -  1981
F o r  c a l e n d a r  y e a r  1 9 8 1  o r  o t h e r  t a x a b l e  y e a r  b e g i n n i n g  
. . . . . . . . . . . . . . . . . . . .    1 9 8 1  e n d i n g . . . . . . . . . . . . . . . . . . . . . . . . . 1 9  ....
C h e c k  h e r e  if this is y o u r ,  
G  Initial F l o r i d a  R e t u r n  
0  Final F l o r i d a  R e t u r n
F - 1 1 2 0  
R - 1 0 / 8 1
C O M P U T A T I O N  O F  F L O R I D A  N E T  I N C O M E
F e d e r a l  T a x a b l e  I n c o m e  (see instructions)
C o n s o l i d a t e d  i n c o m e  a d j u s t m e n t  (att a c h  s t a t e m e n t )
L o n g - t e r m  c o n t r a c t  a d j u s t m e n t  (att a c h  F o r m  F - 1 1 5 5 )
T o t a l  o f  L i n e s  1 t h n
F l o r i d a  i n c o m e  t a x  d e d u c t e d  in c o m p u t i n g  federal t a x a b l e  i n c o m e
T o t a l  interest e x c l u d e d  f r o m  federal t a x a b l e  i n c o m e  S  
n o t  d e d u c t i b l e  in c o m p u t i n g  federal t a x a b l e  i n c o m e  S  _
less a s s o c i a t e d  e x p e n s e s
T O T A L  ►
U n d i s t r i b u t e d  n e t  l o n g - t e r m  capital g a i n s  (see i n structions)
N e t  o p e r a t i n g  loss, n e t  capital loss, a n d  e x c e s s  c h a r i t a b l e  a n d  e m p l o y e e  b e n e f i t  p l a n  c o n t r i b u t i o n  c a r r y o v e r s  
d e d u c t e d  in c o m p u t i n g  federal t a x a b l e  i n c o m e
I n s t a l l m e n t  sales i n c o m e  a d j u s t m e n t  (see instructions)
W a g e s  a n d  salaries a l l o w a b l e  a s  e c o n o m i c  revitalization j o b s  c r e a t i o n  i n c e n t i v e  credit
A d  v a l o r e m  s c h o o l  t a x e s  a l l o w a b l e  as e c o n o m i c  revitalization t a x  i n c e n t i v e  credit
O t h e r  a d d i t i o n s  (att a c h  s t a t e m e n t )
T o t a l  o f  I ines 4  t h r u  1 2
G r o s s  f o r e i g n  s o u r c e  i n c o m e  i n c l u d e d  in federal t a x a b l e  i n c o m e  5  
i n c u r r e d  d u r i n g  t a x  y e a r  a t t r i b u t a b l e  t o  f o r e i g n  s o u r c e  i n c o m e  S
less e x p e n s e s
T O T A L  ►
</)
I n s t a l l m e n t  sales i n c o m e  a d j u s t m e n t  (see instructions)
F l o r i d a  n e t  o p e r a t i n g  loss d e d u c t i o n  (see instructions)
F l o r i d a  n e t  capital loss c a r r y o v e r  (see i n structions)
F l o r i d a  e x c e s s  c h a r i t a b l e  o r  e m p l o y e e  b e n e f i t  p l a n  c o n t r i b u t i o n  c a r r y o v e r  (see instructions)
N O T E :  T a x p a y e r s  d o i n g  b u s i n e s s  w i t h i n  a n d  w i t h o u t  F l o r i d a  e n t e r  z e r o  o n  lines 1 6 .  1 7  a n d  1 8  a n d  c o m p l e t e  line 4  o f  S c h e d u l e  II
F l o r i d a  t a r g e t e d  j o b s  d e d u c t i o n
O t h e r  s u b t r a c t i o n s  (att a c h  s t a t e m e n t )






A d j u s t e d  F e d e r a l  i n c o m e  (line 1 3  m i n u s  line 2 1 )
F l o r i d a  p o r t i o n  o f  A d j u s t e d  F e d e r a l  I n c o m e  f r o m  line 5  o f  S c h e d u l e  II
F l o r i d a  E x e m p t i o n  (see instructions)
F l o r i d a  N e t  I n c o m e  (tine 2 3  m i n u s  line 2 4 )
C O R P O R A T I O N  N A M E F.E.I. N U M B E R
F L O R I D A  T A X  L I A B I L I T Y  F O R  T H E  T A X A B L E  Y E A R  B E G I N N I N G
2 6 . T o t a l  t a x  d u e  ( 5 %  o f  line 2 5 )
2 7 . C r e d i t s  a g a i n s t  t h e  t a x  f r o m  I i n e 6  o f  S c h e d u l e  III
2 8 . P a y m e n t  credits: E s t i m a t e d  t a x  T e n t a t i v e  t a x  T O T A L  fc
2 9 . B a l a n c e  o f  t a x  d u e  (line 2 6  m i n u s  lines 2 7  a n d  2 8 )
3 0 . P e n a l t y :  F o r m  F - 2 2 2 0  O t h e r  Interest T O T A L  fc
3 1 . T o t a l  a m o u n t  d u e  (line 2 9  p l u s  line 3 0 )
3 2 . O v e r p a y m e n t  (lines 2 7  a n d  2 8  m i n u s  line 2 6  a n d  3 0 )
3 3 . E n t e r  a m o u n t  o f  o v e r p a y m e n t  c r e d i t e d  t o  1 9 8 2  e s t i m a t e d  t a x  $  O R  R E F U N D E D  ^
o “
a<
U n d tr  D in i in t i  o l  o t ' iu r y .  I d< 
k now iadga  a n d  o a lia l n  it  n u t ,  i 
o l w h ien  h t  n i t  any  know iidQ *.
m e t ,  and  c o m p le te
S I G N A T U R E  O F  T A X P A Y E R
D A T E S I G N A T U R E  O F  I N D I V I D U A L  O R  F I R M  P R E P A R I N G  R E T U R N A D D R E S S  O F  P R E P A R E R
EXHIBIT I (Continued)
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F o r m  F - 1 1 2 0  
l-A.
I M P O R T A N T : P l e a s e  r e a d  I n s t r u c t i o n s  b e f o r e  p r e p a r i n g  return. 
S C H E D U L E  i A P P O R T I O N M E N T  O F  A D J U S T E D  F E D E R A L  I N C O M E
P a g e  2
N O T E  If a n y  fact o r  in c o l u m n  ( b)  
■s z e r o ,  se e  i nstructions.
t a  •
w i t h m  F l o r i d a T o t a l  E v e r y w h e r e
1C 1
C o  IB) -  C o l  (Ol 
R o u n d e d  t o  
F o u r  D e c i m a l s
'Cl
F l O R i D A  F a c t o r s  
R o u n o c o  t o  
F o u r  D e c i m a l s
1. A v e r a g e  v a l u e  o f p r o p e r t y X  2E
2. Payroll X  2 5 %  »
3. S ales X  5 0 %  =
4. A p p o r t i o n m e n t  F r a c t i o n  ( S u m  of lines 1, 2  a n d  3, c o l u m n  dl. E n t e r  h e r e  a n d  o n  line 2. S c h e d u l e  11.
F o r  u s e  in c o m p u t i n g  a v e r a g e  v a l u e  o l  p r o p e r t y .
I n v e n t o r i e s  o f  R a w  Material. W o r k  ii 
F i n i s h e d  G o o d s . . . . . . . . . . . . . . .
Pr o c e s s ,
B u i l d i n g s  o w n e d  (at origins' c o s t ) . . . . . . .
M a c h i n e r y  &  E q u i p m e n t  o w n e d  (at original c o s t )  ■
L a n d  o w n e d  (at original c o s t ) . . . . . . . . .
O t h e r  t a n g i b l e  assets at original c a t  ( a t t a c h s c h e d u  le)
T o t a l  ( L i n e s  1 t h r o u g h  5 ) . . . . . . . . . . . .
A v e r a g e  v a l u e  o f  p r o p e r t y  ( a d d  c o l u m n s  (a) a n d  <b) a n d  
d i v i d e  b y  2  ( F o r  W i t h i n  F l o r i d a  a n d  T o t a l  E v e r y w h e r e ) ]
R e n t e d  p r o p e r t y  (8 t i m e s  n e t  a n n u a l  r e n t ) . . . . . . . . . . .
T o t a l  (lines 7  a n d  8).
E n t e r  o n  line 1. S c h e d u l e  l-A, c o l u m n  (a) a n d  (b) . . . .
W I T H I N  F L O R I D A t o t a l  e v e r y w h e r e
a B e g i n n i n g  o1 y e a ' t>. E n a  o f  y e a r a  B e g i n n i n g  o f  v e e r n  E n n  o f  v e a i
A v e r a g e  F l o r i d a A v e r a g e  E v e r y w h e r e
h C .  F o r  u s e  b y  t a x p a y e r s  p r o v i d i n g  i n s u r a n c e  o r  t r a n s p o r t a t i o n  services w i t h i n  a n d  w i t h o u t  Florida.
i s l  W i t h i n  F l o r i d a Ib i  T o t a l  E v e - v w h e r e ici F la F a c t o r  i i a i  a i v io s o o v i h '
1. i n s u r a n c e  C o m p a n i e s .  D i r e c t  p r e m i u m s  w r i t t e n  t o r  i n s u r a n c e
2. T r a n s p o r t a t i o n  S e rvices
S C H E D U L E  II C O M P U T A T I O N  O F  F L O R I D A  P O R T I O N  O F  A D J U S T E D  F E D E R A L  I N C O M E
S
5. A d j u s t e d  F e d e r a l  I n c o m e  a p p o r t i o n e d  t o  F l o r i d a  (line 3  less line 4 ). E n t e r  h e r e  a n d  o n  line 2 3 ,  p a g e  1 . . . . . . . . .
S C H E D U L E  III C R E D I T S  A G A I N S T  T H E  T A X
1. F l o r i d a  Life a n d  H e a l t h  I n s u r a n c e  G u a r a n t y  A s s o c i a t i o n  a s s e s s m e n t s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   1 . -
2. G a s o h o i  d e v e l o p m e n t  t a x  i n c e n t i v e  credit ( f r o m  line 1 2  o f  F o r m  F - 1 1 5 6  a t t a c h e d ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 . .
3. E c o n o m i c  revitalization j o b s  c r e a t i o n  i n c e n t i v e  c r edit ( f r o m  line 6  o f  F o r m  F - 1 1 5 7  a t t a c h e d ) . . . . . . . . . . . . . . . . . . . . . 3. -
4. C o m m u n i t y  c o n t r i b u t i o n  t a x  c r e d i t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4. _
5. E c o n o m i c  revitalization t a x  i n c e n t i v e  c r e d i t  ( f r o m  line 1 6  o f  F o r m  F - 1 1 5 3  a t t a c h e d ) . . . . . . . . . . . . . . . . . . . . . . . . . . . 5. -
a  U n u s e d  c r edit c a r r y o v e r  a p p l i e d  this y e a r - - - - - - - - - - -  - -- -  available n e x t  y e a r  —
6. T o t a l  cre d i t s  a g a i n s t  t h e  t a x  ( e nter o n  line 2 7 ,  p a g e  1, F o r m  F - 1 1 2 0 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6. -
N o  A N S W E R  T H E  F O L L O W I N G  ( S e e  Instruc t i o n s )
□  Is t a x p a y e r  a  m e m b e r  o f  a  c o n t r o l l e d  g r o u p  o f  c o r p o r a t i o n s  as d e f i n e d  in S e c .  1 5 6 3  I R C ?  If " y e s , "  se e  instructions.
P  Is t a x p a y e r  a  m e m b e r  o f  a F l o r i d a  p a r t n e r s h i p  o r  joint v e n t u r e ?
P  H a s  c o r p o r a t i o n  e l e c t e d  t o  b e  t a x e d  u n d e r  S u b c h a p t e r  S  ( Sec. 1 3 7 1 - 1 3 7 9  I R C )  fo r  this t a x  y e a r ?  If " y e s , "  se e  i n s t r uctions 
f o r  filing. S h o w  d a t e  o f  original S u b  S  e l e c t i o n .
P  H a s  t a x p a y e r  r e p o r t e d  a n y  i n c o m e  this y e a r  u n d e r  a n  el e c t i o n  t o  r e p o r t  s u c h  i n c o m e  o n  t h e  i n s t a l l m e n t  m e t h o d  for 
federal p u r p o s e s  a n d  m a d e  a n  e l e c t i o n  t o  r e p o r t  s u c h  i n c o m e  o n  t h e  i n s t a l l m e n t  m e t h o d  f o r  F l o r i d a  p u r p o s e s ?
S e e  instructions.
P  Is t a x p a y e r  e x e m p t  f r o m  fede r a l  i n c o m e  t a x  u n d e r  S e c .  5 0 1  (a) I R C ?  If “ y e s , 1' a t t a c h  c o p y  o f  " d e t e r m i n a t i o n  letter" 
t o  t h e  initial r e t u r n  u n d e r  this c o d e .  S e e  instructions.
S h o w  d a t e  o f  latest I R S  a u d i t . . y e a r s  e x a m i n e d  .
E n t e r  i n c o m e  o r  loss f or last y e a r  f r o m  F o r m  F . 1 1 9 Q  
E n t e r  total assets for this y e a r  f r o m  federal F o r m - 1 1 9 0
S h o w  b u s i n e s s  a d d r e s s  o r  l o c a t i o n  o f  corporate b o o k s ,  if o th er  than show n on  page 1
D O  N O T  W R I T E  O R  T Y P E  I N  T H I S  A R E A
M AKE CHECKS TO : F L O R ID A  D EPA R TM EN T O F REV EN U E
M A IL TO : F L O R ID A  D EPA R T M E N T  O F RE V EN U E,
CA RLTO N  BU IL D IN G , TA LLA H A SSEE. FLA . 32301
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any, are minimal.
INVESTMENT IN RECOVERY PROPERTY AND RESULTING CHANGE IN EEPRECIATION
The next two elements essential to the determination of the impact 
of ACRS on Florida corporate tax revenues are investment in qualified 
recovery property, and the resulting change in depreciation brought 
about by such investment. Because ACRS becomes operational only by 
investment in qualified recovery property, the determination of future 
investment in such property is essential. Also essential is a means of 
computing depreciation under old law and under ACRS on such future 
investment.
The Florida corporate tax return provides information necessary to 
assess the change in investment on both real and personal property for 
the taxable year. However, this change in investment is not relevant 
to the,assessment of ACRS impact because the change can be brought 
about not only by additions to, but also retirements from, existing 
facilities. The return provides no basis for distinguishing between 
additions and/or retirements. An examination of other data appearing 
on the Florida corporate tax return indicates no other potentially 
helpful investment or depreciation information. Therefore, this 
information must come from an alternative source.
Information relative to both investment and depreciation is 
available from national sources. These sources provide at the national 
level not only estimated future investment in recovery property, but 
also the data to determine a change in depreciation on this future 
investment brought about by ACRS. When the appropriate segments of the 
national economy are modeled to the Florida economy, the change in 
depreciation due to ACRS on the national level can be translated to the
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state level, and thus the resulting impact on state corporate tax 
revenues can be computed.
ADJUSTED FEDERAL INCOME APPORTIONED TO FLORIDA
In view of the fact that the Florida economy must be related to 
the national economy, a basis must be found to reflect this 
relationship. Since the Florida tax base is essentially the same as 
the federal tax base,^ Florida can be related to the national 
economy by relating adjusted federal income apportioned to Florida to 
taxable income on the national level for each industry category 
represented in the Florida economy.
The taxable income on the national level is detailed in 
Statistics of Income - Corporation Income Tax Returns (SOI), 
published annually by the Internal Revenue Service. The tax 
information in the SOI, determined by sample, is classified according 
to the primary business activity of the corporation. The industrial 
classification generally conforms to the Enterprise Standard Industrial 
Classification (ESIC) which follows closely the more detailed SIC 
[Internal Revenue Service, 1982], Therefore, because both Florida tax 
data and U.S. tax data are classified according to the same industrial 
classification scheme, a meaningful relationship can be developed by 
industry.
The Florida corporate income tax return provides the adjusted 
federal income apportioned to Florida. However, to be usable the 
adjusted federal income apportioned to Florida for each industry, 
determined by sample, must be expandable to a population total.
20Recall the discussion in Chapter 3 detailing the computation of 
adjusted federal income.
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Unfortunately, state records are inadequate to make such a population 
inference. Therefore, even though the Florida corporate income tax 
return contains adjusted federal income apportioned to Florida, this 
information is not adequate for analysis.
FLORIDA CORPORATE TAX PAID
Because the adjusted federal income apportioned to Florida, as 
determined by sample, cannot be used due to the absence of a population 
total, it is necessary to use an alternative sample parameter. This 
alternative sample parameter is the Florida corporate tax actually paid 
to the State of Florida. The population total of Florida corporate tax 
revenue is known. Therefore, a sample of the Florida corporate tax 
paid by industry category can be inferred to the population total.
This inference can be made by using relationships existing among 
industry categories determined at the sample level. With the sample 
data, the total Florida corporate income tax revenue can be allocated 
to the respective industries. The corporate tax revenue so allocated 
can then be converted to adjusted federal income apportioned to Florida 
net of exemption (hereinafter referred to as adjusted federal income), 
by dividing by the state corporate tax rate of 5%.
As discussed in Chapter 3, adjusted federal income is taxed in the 
State of Florida by way of an apportionment process involving property, 
payroll and sales in Florida, compared to the same on the national 
level. For an intrastate corporation, i.e., a corporation doing 
business only in Florida, the apportionment factor is 1. For an 
interstate corporation, however, the apportionment factor is less than 
1. The tax paid to the State of Florida by both intrastate and 
interstate corporations implicitly incorporates this apportionment
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factor. Therefore, both interstate and intrastate corporation tax data 
rest on the same basis, i.e., business activity in Florida.
Summary
Both state and national information are used in assessing the 
impact of ACRS on State of Florida corporate tax revenues. The primary 
information relating to investment and resulting change in depreciation 
will come from national sources. These sources, together with the 
methodology used to incorporate such information, are discussed in 
Chapter 5. The secondary information will be State of Florida 
corporate tax revenues by industry classification obtained from the 
Florida corporate tax return. This is used to develop a profile of the 
Florida economy at the national level.
THE SAMPLE
The primary information used to model the national economy to the 
Florida economy is the Florida corporate tax actually paid. This 
information was obtained from the Florida State Department of Revenue, 
and consisted of the 1981 tax liability of 750 corporations doing 
business in Florida. This tax liability was categorized according to 
industry type as specified by the two-digit SIC code. The industries 
































Printing & Publishing0 
Leather0
Transportation, Utilities and Communication 
Railroads and Trucking 
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Electric and Gas Utilities 
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Wholesale and Retail Trade:
Wholesale Trade - Durables^
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Miscellaneous Retail Trade 

















aThis is condensed to the major level of Agriculture to be 
consistent with available national data and is classified as such 
in the remainder of this study.
^These categories are combined and classed as Other Industries 
Not Classified Elsewhere to be consistent with national data and are 
classified as such in the remainder of this study.
cThese categories are combined and classed as Other Non Durables 
to be consistent with available national data and are classified as 
such in the remainder of this study.
dThese categories are combined and classed as Wholesale Trade to 
be consistent with available national data and are classified as such 
in the remainder of this study.
All major industry classifications are represented in the sample. 
However, not all minor industries within a major category are 
represented. The absence of certain industries at the minor level 
biases any population inference made from the sample information. 
Therefore, the procedures to follow are performed first at the major 
level and then at the minor level.
The sample resulted in a total tax of approximately $232,711,000, 
reflecting approximately 57.8% of the population total of $402,471,000 
[Thompson, 1982]. Because the ACRS determination is to be made for 
each of the above industrial classifications, the first step in the 
modeling process is to relate the sample tax, by industry, to the 
population total. This is done by computing the percentage of the 
sample tax, by industry, to the total tax represented by the sample. 




where Pj = the percentage of the sample tax in industry j to the 
total sample tax,
Sj = the sample tax for industry j ,
ST = the total sample tax.
Pj was then multiplied by the total 1981 Florida corporate tax 
of $402,471,000, to obtain an industrial allocation thereof. This 
calculation is expressed as:
ATj = Pj X 402,471,000
where ATj = total 1981 Florida corporate tax allocated to 
industry j .
The total 1981 Florida corporate tax thus allocated is then 
converted to adjusted federal income apportioned to Florida, net of 
exemption (hereinafter referred to as adjusted federal income), by 
dividing the allocated tax by the Florida corporate tax rate of .05. 
This calculation is expressed as:
Where Mj = adjusted federal income for industry j .
With the determination of adjusted federal income for each 
industry complete, the modeling of the national economy to the Florida 
economy can begin. This modeling consists of relating the economic 
activity in Florida to the same type of economic activity on the 
national level. This relationship of economic activity uses adjusted 
federal income for each industry on the state level and taxable income 
for that same industry on the national level.
1980 is the latest year for which taxable income on the national 
level, broken down according to industry, is available. However, the 
computed adjusted federal income by industry class was determined by 
using 1981 Florida corporate tax information. Therefore, the national 
taxable income must be adjusted in order that the same tax year be
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reflected in both the state tax data and the national tax data. The 
adjustment process makes use of simple linear regression. In the 
regression, the national taxable income for each industry in year "t" 
is related to national taxable income for that same industry in year "t 
- 1." Therefore, the dependent variable is the taxable income for the 
year in question, while the independent variable is the taxable income 
from the preceding year. The standard regression equation, Y = a + bX 
is then used to test the following relationship:









In the testing, the possibilities of hetroscedasticity and autocorrela­
tion are examined by reference to the residual plot and the Durbin- 
Watson test, respectively. The residual plots support the assumption 
of equal variance. At an alpha level of .05, the Durbin-Watson 
statistic was above the lower bound, leading to the conclusion that 
either the error terms are independent or the test is inconclusive.
With the extension of 1980 national taxable income to 1981 for 
each industry and the computed adjusted federal income for 1981 for the 
same industries, the relationship between the Florida economy and the 
national economy is computed. This relationship is expressed as:
Mj
L j = —
Nj
where Lj = the percentage of Florida to the national for industry
Mj = adjusted federal Income for industry j,
Nj = national taxable income for industry j .
Lj thus expresses the relationship of the Florida economy to the 
national economy. A change in taxable income on the national level 
because of ACRS can now be easily converted to a change in adjusted 
federal income at the state level. This conversion can be accomplished 
by multiplying the national change in taxable income for each industry, 
by Lj. This is expressed as:
Cj = Lj X NCj
where Cj = the change in adjusted federal income for industry j 
due to ACRS,
NCj = the change in national taxable income for industry 
j due to ACRS.
The final results of the Florida / U.S. tax model at the major 
level are presented in Table 4-2. The results at the minor level are 
presented in Table 4-3. The viability of the translation of changes on 
the national level caused by ACRS to the state level using the Florida 
/ U.S. tax model depends upon the assumptions in and limitations to the 
modeling process. Therefore, a discussion of these assumptions and 
limitations follows.
ASSUMPTIONS IN AND LIMITATIONS TO FLORIDA / U.S. TAX MODEL 
Assumptions
In developing the methodology used to model the Florida economy to 
the U.S. economy, certain assumptions were made. The first assumption 
is that the industry designation on the Florida corporate tax return is 
comparable to the industry designation on the national level. As 
previously discussed, a primary purpose in the development of the SIC 
was to provide uniformity and comparability in statistical data
TABLE 4-2
FLORIDA /U.S. MODEL: MAJOR LEVEL





























(COL 5 i 
COL 6)
Agriculture 796 .0034206 1,377 27,534 1,854,172 .0148498
Mining 3,782 .0162519 6,541 130,818 12,079,119 .0108301
Manufacturing 87,591 .3763939 151,488 3,029,754 -148,209,010 .0204424
Transportation, 
Utilities and 
Communication 46,124 .1982029 79,771 1,595,419 26,155,488 .0609975
Trade 29,570 .1270675 51,141 1,022,819 38,269,317 .0267287
Finance, Insurance 
and Real Estate 48,145 .2068875 83,266 1,665,325 25,064,346 .0664420
Services 10,208 .0438655 17,654 353,092 12,026,700 .0293590
Other Industries 6,495 .0279102 11,233 224,660 8,553,015 .0262597
TOTAL 232.711______ 1.0000000_______ 402.471______ 8,049.421 27.221.167 .0295705
TABLE 4-3
FLORIDA /U.S. MODEL: MINOR INDUSTRY LEVEL










TAX BY OF TOTAL TAX(OOO's) EXEMPTION TAXABLE TO U.S.
SAMPLE (COL 2 f (COL 3 X (COL 4f .05) INCOME (COL 5 f
INDUSTRY (000's) 232,711) 402,471) (000'sj (000's) COL 6)'
Agriculture 796 .0034206 1,377 27,534 1,854,172 .0148498
Mining:
Metal 116 .0004985 201 4,013 363,400 .0110429
Oil & Gas 1,795 .0077134 3,104 62,088 8,645,475 .0071816
Non Metal 1,871 .0080400 3,236 64,717 882,969 .0732948
Manufacturing:
Iron, Steel, etc. 897 .0038546 1,551
10,418
31,027 4,313,678 .0071927
Electric Machinery 6,024 .0258862 208,369 9,114,614 .0228610
Transp. Equipment 4,999 .0214816 8,646 172,914 5,784,511 .0298926
Fabricated Metals 2,051 .0088135 3,547 70,944 6,527,109 .0108691
Instruments 1,200
5,885
.0051566 2,075 41,508 4,578,076 .0090667
Stone, Clay & Glass .0252889 10,178 203,561 2,112,354
15,178,052
.0963669
Machinery 7,040 .0302521 12,176 243,512 .0160437
Other Durables 256 .0011001 443 8,855 1,744,258 .0050767
Chemicals 4,562 .0196037 7,890 157,798 13,964,910 .0112996
Paper & Pulp 4,190 .0180052 7,247 144,931 3,704,433 .0391237
Rubber 477 .0020498 825 16,500 1,364,339 .0120938
Petroleum 18,781 .0807053 32,482 649,631 63,627,603 .0102098
Food & Beverages 17,876 .0768163 30,916 618,327 11,230,102 .0550598
Textiles 306 .0013149 529 10,584 1,559,412
12,655,520
.0067872
Other Non Durables 13,047 .0560652 22,565 451,292 .0356597
TABLE 4-3 (Continued)
Column 1 Column 2 Column 3 Column 4 Column 5 Column 6 Column 7
Transportation, Utilities and 
R.R. & Trucking 2,299
Communucation: 
.0098792 3,976 79,522 4,328,039 .0183737
Airlines 822 .0035323 1,422 28,433 491,464 .0578537
Electric & Gas 19,134 .0822222 33,092 661,841 10,620,205
7,598,016
.0623190
Communications 23,869 .1025693 41,281 825,623 .1086630
Trade:
Wholesale Trade 1,358 .0058356 2,349 46,973 22,378,761 .0020990
Building Materials 1,989 .0085471 3,440 68,799 1,203,102 .0571847
General Msd. Stores 7,156 .0307506 12,376 247,524 2,937,051 .0842764
Food Stores 7,111 .0305572 12,298 245,968 2,309,275 .1065131
Automotive Dealers 3,012 .0129431 5,209
3,381
104,184 1,631,429 .0638606
Apparel 1,955 .0084010 67,623 1,249,828 .0541058
Furniture 729 .0031326 1,261 25,216 1,012,229 .0249114
Eating & Drinking 1,336 .0057410 2,311 46,212 1,980,234 .0233366
Miscellaneous 4,924 .0211593 8,516 170,320 3,284,381 .0518576
Finance, Insurance and 
Banking
Real Estate: 
12,031 .0516993 20,807 416,149 7,474,879 .0556730
Credit Agencies 8,166 .0350907 14,123 282,460 1,583,449 .1783828
Security Brokers 1,100 .0047269 1,902 38,049 1,591,809 .0239030
Insurance 15,344 .0659359 26,537 530,746 7,405,827 .0716660
Real Estate 8,905 .0382663 15,401 308,022 3,708,457 .0830593
Holding Companies 2,599 .0111684 4,495 89,899 2,746,399 .0327334
Services:
Hotels 334 .0035838 1,442 28,848 1,014,890 .0284248
Personal Services £86 .0012290 495 9,893 621,064 .0159291
Business Services 2,698 .0115938 4,666 93,323 3,626,811 .0257314
Auto Repair 561 .0024107 970 19,405 784,096 .0247482
Amusement 5,829 .0250482 10,081 201,623 1,664,251 .1211494
Other Industries 6,495 .0279102 11,234 224,600 8,553,015 .0262597
TOTAL 232,711 1.0000000 402,471 8,049,420 271,003,948 .0297022
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gathered by different governmental agencies. With a common 
classification system shared between the federal level and the state 
level, industry designation on the state corporate tax return should be 
comparable to that same industry designation on the national level.21
The second assumption is that any secondary industrial activity in 
which a corporate entity is involved is minimal to the overall 
corporate activity. As previously discussed, the SIC classifies an 
establishment according to its primary business activity. Therefore, a 
corporation doing business in more than one industry segment would have 
all corporate activity reported in the industry segment constituting 
the corporation's principal line of business.
The third assumption is that the national taxable income is 
approximately equal to the state adjusted federal income apportioned to 
Florida. Adjusted federal income before apportionment is computed in 
the same manner as federal taxable income with certain adjustments. 
These adjustments were discussed in Chapter 3.
The fourth assumption is that every taxpayer receives the full 
benefit of the $5,000.00 exemption.
The fifth assumption is that the apportionment process remains 
constant.
The final assumption is that the relationship established between 
an industry on the Florida level and that same industry on the national 
level remains constant for the years 1982, 1983, 1984 and 1985. Recall 
that this relationship is the ratio of adjusted federal income after 
apportionment on the state level to taxable income on the national
21See Footnote 9, page 10, in Chapter 1.
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level for each industry. Assuming constancy in this relationship 
implies that the ratio of this adjusted federal income on the state
level to taxable income on the national level will not vary
significantly from year to year. This assumption must be tested in the 
aggregate. Testing for each industry is impossible because of the lack 
of state tax data relative to each industry. Table 4-4 lists the













Florida to National 
(Col. 1 t Col. 2)
1980 7,428,100 246,598,486° 3.0*
1979 6,288,180 280,155,155d 2.2%
1978 5,123,780 239,631,773 2.1*
1977 3,883,980 212,501,782 1.8*
1976 3,614,800 181,736,279 2.055
1975 3,605,120 146,598,287 2.555
1974 3,775,560 143,982,513 2.655
1973 2,954,160 115,544,260 2.555
aFlorida adjusted federal income was computed by dividing the 
total corporate tax collections for each year by the corporate tax rate 
of .05. The total corporate tax collections were taken from the annual 
Florida Statistical Abstracts.
bNational taxable income was obtained from the yearly SOI 
Bulletins published by the Internal Revenue Service. Such numbers are 
designated as income subject to tax in the SOI.
cThis figure was obtained from the Treasury Department.
It is a preliminary figure contained in the SOI Bulletin for Winter 
1982 and 1983.
dThis figure was obtained from the Treasury Department.
It reflects the post stratified result and differs from the figure
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published in the annual SOI Bulletin. The number used is contained in
the SOI Bulletin for Winter 1982 and 1983.
well as the taxable income on the national level for those same years. 
1973 is the first year used because the state information for 1972 does 
not include all corporate activity for that year. This is so because 
1972 was the first year in which the Florida corporate tax was levied 
and would include corporate activity from January 1, 1972 to the end of 
the corporation's fiscal year. Therefore, only corporations operating 
on a calendar year would be included in the 1972 tax information. 1980 
was the final year used because the ACRS provisions became effective on 
the national level on January 1, 1981, and on the state level on
January 1, 1982. Therefore, 1981 tax information would not reflect
comparable income tax laws between the national level and the state 
level.
To test the constancy of the ratio of Florida adjusted federal 
income to national taxable income, simple linear regression is used.
The dependent variable in the regression equation, Y, is the ratio as 
listed in Column 3 in Table 4-4 for each year. The independent 
variable X is the year in which the ratio is computed. If the 
relationship is constant, the slope of the regression line Y = a + bX 
should not be significantly different from zero. The result of the 
regression supports a zero slope. The computed t-statistic in testing 
for zero slope is -.03 and the minimum alpha level for rejection of the 
null hypothesis that the slope is zero is .0251. Given these results, 
the assumption of constancy appears to be valid in light of the 
aggregate relationships that have existed in the past.
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Limitations
The primary factor acting to limit the results of the Florida / 
U.S. tax model is the availability of the data on the state level.
This limited availability arises from two causes. The first is the 
State law, making records of the Department of Revenue confidential.
As stated in Chapter 213, section 213.072 of the Florida Statutes,
"the records of the Department of Revenue of individual accounts and 
reports required under chapter 212, Florida Statutes, are confidential 
and shall not be subject to inspection by the public or release by the 
department . . . ."In order to comply with the confidentiality 
requirement, the Department of Revenue can release tax information only 
if the anonymity of the taxpayer is preserved. Therefore, actual 
inspection of the corporate tax return or acquisition of any tax 
information which would lead to taxpayer identification is prohibited. 
This confidentiality requirement placed restrictions on the tax 
information which the Department of Revenue could make available.
The second cause of limited availability of the state data is the 
interstate corporation. Any state collected data relating to a 
corporation would deal only with intrastate activity. Thus, this data 
possibly would ignore interstate activities which would impact upon the 
Florida corporate tax base because of the apportionment factor.
Therefore, the viability of the Florida /U.S. tax model is 
limited by the data available at this time. The fact that specific 
Florida data was unavailable made necessary the use of certain national 
statistics that would reflect economic and investment activity in 
Florida. Rather than having as its primary objective the determination 
of one number representing the effect of ACRS on Florida corporate tax
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revenues however, the present study seeks to identify the data 
necessary to produce an array of results using varied assumptions as to 
future happenings. Therefore, this study must be construed only as a 
point of departure in the development of a state corporate tax model.
Another important limitation is that not all minor industry 
categories are represented in the sample. Because of this, the 
calculations are made at both the major and minor level.
CHAPTER 5
DEPRECIATION UNDER PRE-ERTA LAW AND UNDER ACRS
INTRODUCTION
The previous chapter explained the steps taken in developing a 
profile of the Florida economy at the national level. The purpose of 
doing so was to allow for the use of national statistics dealing with 
capital investment. In the modeling process, only those industries 
contributing to the Florida corporate tax were used. In order that 
consistency with the Florida /U.S. model be retained, those same 
industries are dealt with in this chapter and for the remainder of this 
work.
The purpose of this chapter is to detail the steps taken in 
determining the change in depreciation on the national level as a 
result of ACRS. The determination of this change requires the 
identification of the three elements basic to any depreciation 
calculation. The first element is investment. The second element is 
depreciable life. The final element is depreciation method.
Accordingly, this chapter proceeds as follows. First, the basis 
for investment for the years 1982-1985 is presented. Secondly, this 
investment is allocated to the respective recovery classes pursuant to 
ERTA. Once the investment is allocated to the proper recovery class, 
both a depreciation method and a depreciable life under pre-ERTA law 
are assigned. Next, depreciation under pre-ERTA law and depreciation 
under ACRS are computed using four different elections existing under
1 15
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current law. Finally, the assumptions in and the limitations to the 
above procedures are discussed.
INVESTMENT IN RECOVERY PROPERTY
The projected investment in recovery property for the years 1982- 
1985 comes from two sources. The first source is the 35th Annual 
McGraw-Hill Survey of Business* Plans for New Plants and Equipment,
1982-1985. The McGraw-Hill survey covers non-agricultural 
industries. The second source is the Economic Indicators of the Farm 
Sector: Income, and Balance Sheet Statistics, 1981, published by the
Department of Agriculture. This publication, as its name implies,
covers agriculture.
The McGraw-Hill survey was conducted in March and April, 1982.
More than 400 companies, accounting for one-third of the capital
expenditures in the U.S. responded to the survey. The text of the
survey explains the manner in which the data was adjusted to represent
spending by all U.S. companies[ Herr, 1982, p. 13]:
"For capital spending . . . , firms supplied dollar estimates of 
future plant and equipment expenditures. Estimates for each year 
were summed by industry, and percentage changes between years were 
calculated. Each industry's percentage change for 1981-1982, 
derived from the sample firms, was then applied to the industry’s 
total capital spending in 1981 in order to derive the industry's 
total estimated capital spending in 1982. The 1982-83 percentage 
change was applied to the estimated 1982 total industry figure to 
derive the industry's total estimated 1983 capital spending. The 
procedure was the same for 1984 and 1985. Firms with extreme 
percent changes in spending (outliers) were removed from the 
sample on a year-by-year basis. The source of the actual 1981 
capital spending is the U.S. Department of Commerce. Once each 
industry's total estimated capital spending was derived, the 
figures were summed to derive estimates for the various aggregate 
groupings—  durables, nondurables, all manufacturing, all 
nonmanufacturing and all business."
The results of the survey indicate that capital spending for 1982 
will be weak for most of the industries. "Capital spending for
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equipment . . . will likely fall in real terms (in 1982) compared to 
last (year), and the fall will probably be somewhat sharper than in 
construction spending, especially in the near term" [Herr, 1982, pp. 7- 
8 ]. For 1983-1985, however, the survey results are much more 
optimistic about the economy's ability to recover from the recession 
and to enter a sustained expansion. "Business currently plans to hike 
new plant and equipment purchases by 7%-8% in each of the next three 
years" [Herr, 1982, p. 9] .
The Economic Indicators of the Farm Sector.supplied only 
historical data concerning investment by the agricultural industries. 
The historical data covered the years 1910-1939, aggregated at five 
year intervals, e.g», 1910-1914, 1915-1919, etc., and 1940 through 1981 
at single year intervals. For the year or years presented, the 
investment was broken down into vehicles, equipment, and buildings.
This historical data was used to predict the investment by agriculture 
for the years 1982-1985.
The prediction involved running a simple linear regression on the 
historical data for the years 1960-1981 for each type of investment.
In each regression, the dependent variable Y is the investment of a 
particular year. The independent variable X is the investment of the 
preceding year. The results of the regression indicate a strong linear 
relationship for all three types of investment: R2 = .91 for 
vehicles; R2 = .84 for equipment; R2 = .89 for buildings. The
regression equation for each property type, Y = a + bX, was used to 
predict investment for the years 1982-1985. The predicted investment 
in each asset type for each year was added together to arrive at a 
total anticipated investment for each year.
118
Two of the non-agricultural industrial categories specified in the 
McGraw-Hill survey required a breakdown into sub-categories in order 
that the industries represented in the Florida /U.S. model correspond 
to those industries for which depreciation calculations are made. The 
two industries needing breakdown are Mining, and Trade and Services.
The Mining industry is broken down into Metal Mining, Oil and Gas, and 
Non Metal Mining. The Trade and Services category is broken down into 
the following sub-categories: Wholesale Trade, Building Materials,
General Merchandise Stores, Food Stores, Automotive Dealers, Apparel, 
Furniture, Eating and Drinking, Miscellaneous, Banking, Credit 
Agencies, Security Brokers, Insurance Real Estate, Holding Companies, 
Hotels, Personal Services, Business Services, Auto Repair, Amusement, 
and Other.
The breakdown of the Mining industry and the Trade and Services 
industry into components uses historical data. The historical data 
involving investment in qualified investment tax credit property was 
obtained from Source Book(s) for the years 1975-1979. Investment in 
qualified investment tax credit property is generally personal 
property. Using this data to allocate total investment comprised of 
not only personal property but also real property imposes limitations 
on the results. Because the Mining industry has fewer sub-categories, 
its allocation is discussed. The same procedures are used to allocate 
investment in the Trade and Services industry.
For each of the years 1975-1979, the investment for Metal Mining, 
Oil and Gas, and Non Metal Mining was obtained and added together for a 
total investment in the Mining industry. Then, for each year, the 
percentages of investment in Metal Mining to total Mining, Oil and Gas
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to total Mining, and Non Metal Mining to total Mining were computed. A 
five year average percentage to the total for each of the three 
industries was computed. This average percentage for each of the three 
industries was applied to total investment in Mining from the McGraw- 
Hill survey to determine investment in Metal Mining, Oil and Gas, and 
Non Metal Mining.
The investment by industry for the years 1982-1985 as determined 
by the preceding methodology is listed in Table 5-1.
ALLOCATION OF INVESTMENT TO RECOVERY CLASS AND ASSET TYPE
As was previously discussed in Chapter 3, ACRS assigns property to 
one of five recovery classes. The recovery class into which the 
property is placed dictates both the depreciation method and the 
depreciable life to be used in computing the depreciation deduction 
under ACRS. In addition, the recovery class into which the property i3 
placed provides an indication of the necessary elements in computing 
depreciation under pre-ERTA law. Therefore, the investment identified 
above must be allocated to respective recovery classes.
Data provided by the U.S. Treasury Department, Office of Tax 
Analysis, is used to allocate investment to the proper recovery 
classes. The Treasury data, entitled "Analytical Comparison of Captial 
Allowances by ACRS Class and Asset Composition for . . .," takes 1981 
investment, by industry, and allocates it to the 3-year, 5-year, 10- 
year, 15-year public utility, and 15-year real property classes. Once 
allocated to the recovery class, the investment is further broken down 
according to specific type of asset. Table 5-2 lists the ACRS class 
and asset detail found in the Treasury Department information.
The detail of investment from Table 5-2 serves two functions. The
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TABLE 5-1
PLANS FOR CAPITAL SPENDING 
FROM McGRAW HILL SURVEY OF BUSINESS' PLANS FOR NEW PLANTS AND EQUIPMENT
(Billions of Dollars)
INDUSTRY 1982 1983 1984 1985
Agriculture3 19.814 19.157 21.446 20.788
Mining 16.020 18.650 19.710 24.060
Iron, Steel and
Non Ferrous Metals 7.130 8.870 8.580 8.340
Electrical Machinery 10.930 11.510 12.550 13.350
Transportation Equipment 16.410 15.820 16.430 18.310
Fabricated Metals 3.080 3.420 3.600 3.850
Instruments 2.840 2.940 3.440 4.070
Stone, Clay & Glass 3.230 3.370 3.490 3.570
Machinery 13.810 15.580 18.390 21.710
Other Durables 6.270 7.060 6.940 7.250
Chemicals 14.630 15.550 16.670 17.260
Paper & Pulp 6.600 7.340 9.240 8.940
Rubber 2.170 2.640 2.650 2.570
Petroleum 27.860 30.380 37.210 39.970
Food & Beverages 7.130 7.340 7.890 8.470
Textiles 1.580 1.680 1.710 1.770
Other Non Durables 7.530 6.960 5.970 6.430
Railroads 3.940 6.710 7.440 8.570
Airlines 3.590 3.800 3.410 3.610
Electric & Gas Utilities 41.350 39.920 38.860 37.380
Communications 46.110 50.920 56.230 60.530
Trade & Services 91.860 98.210 108.390 118.840
aThe McGraw Hill Survey did not include any plans for capital 
spending for agriculture. In order to determine anticipated capital 
spending for agriculture, the following procedures were followed.
First, the past capital expenditures for agriculture for the years 1910 
-1981 were obtained from a Department of Agriculture publication. A 
simple linear regression was run using the past investment from I960 - 
1981. In the regression, the dependent variable, Y, was the investment 
of a particular year. The independent variable, X, was the investment 
of the preceding year. The regression equation was then used to 






















Machinery & Equipment 
Pollution
Rail Road Tank Cars 
SF Attractions
15-YEAR PUBLIC UTILITY 
Machinery & Equipment 
Pollution
15-YEAR REAL PROPERTY 
Buildings
TOTAL
first function is to provide a basis for allocating the 1982-1985 
investment to both recovery class and asset type. The second function 
is to provide a basis for determining depreciable life under pre-ERTA 
law. Each of these functions is discussed below.
Allocation
The first step taken in allocating the 1982-1985 investment to 
proper recovery class and asset type is to insure that industries
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represented in the Treasury Department publication be comparable to 
those industries for which investment information is used. This 
required the combination of certain industries in the Treasury 
Department publication. Those industries not requiring combination 
correspond to industries in the McGraw-Hill survey. Table 5-3 lists 
the industries from the Treasury Department publication that were 
combined and the corresponding industry from the McGraw-Hill survey.
TABLE 5-3
RELATIONSHIP OF INDUSTRIES IN TREASURY DEPARTMENT PUBLICATION 
TO INDUSTRIES IN McGRAW-HILL SURVEY
INDUSTRIES FROM CORRESPONDING INDUSTRY
TREASURY DEPARTMENT FROM McGRAW-HILL_______
Logging Other Durables
Wood Prod. & Furniture
Motor Vehicles Transportation Equipment
Transportation Equipment
Tobacco Other Non Durables
Apparel
Printing & Publishing 
Leather
For each industry or combination of industries in the Treasury 
Department publication, ratios of investment in each asset type to 
total investment are computed. This procedure assumes that the ratios 
remain constant over time. These ratios are used to allocate total 
investment for 1982-1985 from the McGraw-Hill survey to both recovery 
class and asset type. For example, for Mining the ratio of investment 
in automobiles to total investment is multiplied by anticipated 
investment for 1982, 1983, 1984 and 1985 to determine investment in 
automobiles for the respective years. The investment breakdown from 
the Treasury Department and the computed ratios by asset type for each
. i
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industry are presented in Appendix A.
Depreciable Life
The second function served by the Treasury Department publication
is to determine depreciable life under pre-ERTA law. As discussed in
Chapter 3, pre-ERTA law allowed, in general, depreciable life of
personal property to be determined under the ADR system or be
considering all the facts and circumstances. Depreciable life on real
property could be determined by using either the facts and
circumstances method or the guidelines set forth in Rev. Proc. 62-21 
22
[1962-2 CB 418], With the investment by industry allocated to not 
only recovery class, but also asset type, the pre-ERTA depreciable life 
guidelines could be used to determine depreciable life for pre-ERTA 
depreciation computations. The ADR guideline lives are used in 
assigning depreciable life under pre-ERTA law for personal property.
The guideline lives in Rev. Proc. 62-21 are used in assigning 
depreciable life under pre-ERTA law for real property.
Rev. Proc. 77—10^3 [1977—1 CB 548] provides an asset 
depreciation range, in years, for two categories of depreciable 
assets. The first category covers depreciable assets used in all 
business activities. The second category covers depreciable assets 
used in specific industries. The asset type from the Treasury 
Department publication determined which category would be used in
22j?ev. Proc. 62-21 has been amplified by the following: Rev.
Proc. 68-27, Rev. Proc. 64-21. It has been supplemented by the 
following: Rev. Rul. 71-362, Rev. Proc 68-35, Rev. Proc. 66-39, Rev.
Proc. 66-18 and Rev. Proc. 65-13.
^Rev. Proc. 77-10 has been superseded by Rev. Proc. 83-35
1983-20 IRB 54.
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assigning depreciable life. If the asset type was common to all 
industries, its ADR life came from the first category, e.g., 
automobiles. If, however, the asset type was specific to a certain 
industry, its ADR life was assigned from that certain industry, e.g., 
machinery.
In Rev. Proc. 77-10, the specified depreciable life ranges from a 
lower limit to a midpoint life to an upper limit. In general, the ADR 
midpoint life is assigned to a specific asset type. If, however, the 
midpoint life is six years and the upper limit is seven years, the 
upper limit ADR life is used. The rationale behind assigning the 
longer ADR life in this instance is that the seven year life would 
allow the taxpayer the full 10% investment tax credit. The six year 
life would allow the taxpayer only two-thirds of the “\Q% credit.
The depreciable life to be used for real property under pre-ERTA 
law presented more of a problem than for personal property. The 
difficulty with real property stems from the lack of statutory 
authority in assigning depreciable life. As previously stated, Rev. 
Proc. 62-21 prescribes the depreciable life for real property.
However, taxpayers may opt for the facts and circumstances method in 
lieu of the guidelines in Rev. Proc. 62-21. Because of its objective 
nature, the guidelines specified in Rev. Proc. 62-21 are used in 
assigning depreciable life to real property.
The life assigned to each asset type and the anticipated 
investment therein for the years 1982-1985 for each industry are 
listed in Appendix B.
DEPRECIATION UNDER PRE-ERTA LAW
Up to this point, investment has been specified for the years 1982-
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1985. This investment has been broken down into asset type, with each 
asset type assigned a depreciable life. The only other ingredient 
necessary before computations can be made of depreciation under pre- 
ERTA law is depreciation method.
As was discussed in Chapter 3, numerous depreciation methods were 
allowed under pre-ERTA law. In choosing a method or methods to be used 
in the present study, it is assumed at the onset that the taxpayer will 
seek to maximize the present value of his depreciation deduction. 
Consistent with this assumption of present value maximization, the sum 
of the years digits (SOYD) method is used for personal property and the 
150? declining balance method is used for real property, which is 
assumed to be non-residential.
Care was taken in dealing with personal property to recognize that 
depreciation thereon under pre-ERTA law is computed from date of 
acquisition, whereas ACRS uses a half year convention in the year of 
acquisition. Therefore, a possible timing discrepancy exists for 
personal property between pre-ERTA law and ACRS. This discrepancy does 
not exist for real property because both pre-ERTA law and ACRS compute 
depreciation from date of acquisition.
To allow for this timing difference on personal property, such 
property is not assumed to be acquired on only one day of the year, 
e.g., January 1. Rather, it is assumed to be acquired throughout the 
year. Specifically, part is assumed to be acquired in the first 
quarter of the year, part in the second quarter, part in the third 
quarter, and part in the fourth quarter. The breakdown of investment 
in personal property by quarter is accomplished by using historical 
patterns. Those historical patterns are found in articles appearing in
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the Survey of Current Business [Woodward, 1982]. In the articles, 
quarterly expenditures for new plant and equipment are given by 
industry. For the years 1976-1981 the expenditures by industry are 
converted to a percentage allocation of investment by quarter. Then, 
for each industry, a simple average percentage allocation of investment 
by quarter is computed. The results of this procedure indicate two 
things. First, the quarterly expenditure patterns within an industry 
are relatively constant among the years. Seeond, the average quarterly 
expenditure patterns among industries were relatively constant.
Because of this constancy both within and among industries, a six year 
average of total quarterly expenditures was used to determine a 
percentage allocation among quarters. This percentage allocation is 
found in Table 5-4.
TABLE 5-4







Within each quarter, it is assumed that the investment takes place 
on the first day of the second month therein. For example, for a 
calendar year corporation, all investments in the first and second 
quarters are assumed to be made on February 1 and May 1, respectively.
With the investment assumed to occur throughout the year, the SOYD 
method had to be adjusted to reflect the partial first year
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depreciation and the resulting overlap in the following years. Table 
5-5 lists the SOYD depreciation rates for the first four years of asset 
life for each ADR life assigned an asset type. The first group assumes 
that the asset is acquired on the second month of the first quarter.
The second group assumes that the asset is acquired the second month of 
the second quarter. The third group assumes that the assset is 
acquired on the second month of the third quarter, etc.
For each ADR life and for each year of the asset life, the SOYD
depreciation rates listed in Table 5-5 are weighted by the average 
percentage quarterly investment from Table 5-4. The weighting uses the 
following relationship:
4
51 (An X Bni) 
n=i
where An = percentage of total yearly expenditures for quarter n, 
from Table 5-4.
Bni = SOYD depreciation rate for year i for asset purchased
in quarter n of year 1 from Table 5-5.
For example, if the ADR life is three years, the weighted average SOYD 
depreciation rate for the first year of the asset life is .25, computed 
as follows:
(.21 X .46) + (.25 X .33) + (.25 X .21) + (.29 X .08).
The weighted average SOYD depreciation rates for each ADR life are 
listed in Table 5-6.
All necessary ingredients are now present to compute depreciation 
under pre-ERTA law. From Appendix B, each industry has the anticipated 
investment for the years 1982-1985, broken down into asset type. Each 
asset type has a corresponding depreciable life. If the asset type is
TABLE 5-5
SOYD DEPRECIATION RATES FOR ASSETS PURCHASED IN 
FIRST QUARTER, SECOND QUARTER,'THIRD QUARTER and FOURTH QUARTER
ADR LIFE
3 4 7 9 10 11 12 13 14 15 16 18 25 28 30
FIRST QUARTER:
Asset purchased on 
Day 1 of 2nd month 
Year 1 .46 .37 .23 .18 .16 .16 .14 .13 .12 .12 .11 .10 .07 .06 .06
Year 2 .34 .30 .21 .18 .17 .15 .14 .13 .12 .12 .11 .10 .07 .07 .06
Year 3 .18 .21 .18 .16 .15 .14 .13 .12 .11 .11 .10 .09 .07 .06 .06
Year 4 .02 .11 .14 .13 .13 .12 .12 .11 .10 .10 .10 .09 .07 .06 .06
SECOND QUARTER:
Asset purchased on 
Day 1 of 2nd month 
Year 1 .33 .27 .17 .13 .12 .11 .10 .09 .09 .09
OOo• .07 .05 .05 .04
Year 2 .39 .33 .22 .19 .17 .16 .14 .13 .12 .12 .11 .10 .07 .07 .06
Year 3 .22 .23 .19 .17 .15 .14 .13 .12 .11 .11 .10 .09 .07 .06 .06
Year 4 .06 .13 .15 .14 .14 .13 .12 .11 .10 .10 .10 .09 .07 .06 .06
THIRD QUARTER:
Asset purchased on 
Day 1 of 2nd month 
Year 1 .21 .17 .10 .08 .08 .07 .06 .06 .05 .05 .05 .05 .03 .03 .03
Year 2 .43 .36 .23 .20 .17 .16 .15 .14 .13 .13 .12 .11 .08 .07 .06
Year 3 .26 .26 .20 .17 .16 .15 .14 .13 .12 .12 .11 .10 .07 .07 .06
Year 4 .10 .16 .16 .15 .14 .13 .13 .12 .11 .11 .10 .09 .07 .06 .06
FOURTH QUARTER:
Asset purchased on 
Day 1 of 2nd month 
Year 1 .08 .07 .04 .03 .03 .03 .03 .02 .02 .02 .02 .02 .01 .01 .01
Year 2 .47 .38 .25 .20 .18 .17 .15 .14 .13 .13 .12 .11 .08 .07 .06
Year 3 .30 .28 .20 .18 .16 .15 .14 .13 .12 .12 .11 .10 .07 .07 .06
Year 4 .15 .18 .17 .16 .15 .14 .13 .12 .11 .11 .10 .09 .07 .06 .06
r uoo
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personal property, then the weighted SOYD depreciation rate from Table 
5-6 is used. If the property type is real, then the 150$ declining 
balance is used, with the assumption that the property is acquired on 
the first day of the fiscal year. The following illustrates the 
depreciation calculations under pre-ERTA law. The illustration makes 
use of the expenditure information for the Agriculture industry for 
automobiles from Appendix B.
TABLE 5-6
SOYD DEPRECIATION WEIGHTED BY QUARTER OF PURCHASE
ADR LIFE
DEPRECIATION RATE IN EACH YEAR OF ASSET LIFE
YEAR 1 YEAR 2 YEAR 3 YEAR 4
3 .25 .41 .25 .09
4 .21 .35 .25 .15
7 , -13 .23 .19 .16
9 .10 .19 .17 .15
10 .09 .17 .16 .14
11 .09 .13 .15 .13
12 .08 .16 .14 .13
13 .07 .14 .13 .12
14 .07 .13 .12 .11
15 .07 .13 .12 .11
16 .06 .12 .11 .10
18 .06 .11 .10 .09
25 .04 .08 .07 .07
28 .04 .07 .07 .06
30 .03 .06 .06 .06
ILLUSTRATION
AGRICULTURE - From Appendix B
ADR EXPENDITURES
ASSET TYPE LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:






SOYD RATEa 1982 1983 1984 1985
1 .25 432,926 418,571 468,584 454,208
2 .41 709,999 686,456 768,479
3 .25 432,926 418,571
4 .09 155,853
TOTAL 1.00 432,926 1,128,570 1,587,966 1,797,111
aFrom Table 5-6. 
EEPRECIATION UNDER ACRS
The depreciation calculations under ACRS are made pursuant to two 
elections available to taxpayers under current law. The first election 
concerns real property and the second elections concerns personal 
property.
Elections Available for Real Property
Under ACRS, the general depreciation calculations for both 
personal property and real property are made using either accelerated 
rate structures or elective straight-line rate structures. In most 
instances, the taxpayer maximizes the present value of the tax benefit 
from the depreciation deduction on personal property by using the 
accelerated method, i.e., the regular ACRS method. This is not 
necessarily true for real property.
Two primary factors influence the decision concerning the use of 
the regular ACRS method versus the straight-line ACRS method for real 
property. The first factor is the present value of the gross tax 
savings from the actual depreciation deduction. The second factor is 
the present value of the gross tax costs arising from the initial 
decision concerning depreciation method. To understand these factors, 
one must be aware of all of the tax implications surrounding the
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depreciation of real property.
The most obvious implication is the yearly tax savings effected by 
the depreciation deduction. The higher the deduction, the greater the 
tax savings. Because of the time value of money, the sooner the tax 
savings are realized via the depreciation deduction, the more 
beneficial the deduction is. Thus, the present value of the tax 
benefits of the depreciation deductions under the regular ACRS method 
exceeds the value of those benefits under the straight-line method.
A second implication is that the larger depreciation deductions in 
the early years of the real property life are not without costs. 
Corporate taxpayers are subject to minimum tax on tax preference 
items. One item of tax preference is the excess of the accelerated 
depreciation over straight-line. Thus, in the years in which the 
regular ACRS deduction exceeds that allowable under the straight-line 
option, the benefit of the excess deduction may be partly offset by the 
imposition of the minimum tax.
The third implication comes into play upon disposition of the real 
property. If the regular ACRS method is used, the same recapture rules 
relating to personal property apply to the real property. This means 
that all gain, to the extent of prior depreciation deductions, is taxed 
as ordinary income. On the other hand, if the straight-line option is 
elected, all gain on disposition of the real property is taxed, in 
general as capital gain; in the latter situation, the capital gain may 
increase the corporation’s items of tax preference.
Studies have shown that the regular ACRS method should be used by 
corporate taxpayers only when the anticipated holding period of the 
property is in excess of that listed below, given the corresponding
•
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Because of the length of the holding period required, many
corporate taxpayers may find that the straight line ACRS option is the
more beneficial of the two methods allowed.
Elections Available for Personal Property
The enactment of TEFRA in 1982 brought about the possibility of a
change in the depreciation deduction allowable on personal property
under ACRS. The ACRS provisions of ERTA allow for a rapid cost
recovery on personal property. Congress, however, felt that this rapid
cost recovery, together with the regular investment tax credit produced
tax benefits in excess of those thought desirable. Congress therefore
took action with TEFRA to reduce the tax benefit by giving the taxpayer
one of two options regarding the investment tax credit. The first
option is to reduce the regular investment tax credit by two percentage
points, e.g., from 10? to 8? for five year property, and from 6? to 4?
24for three year property. The second option is to reduce the
depreciable basis of the personal property by one-half of the regular
25investment tax credit. An analysis of these two elections is 
presented in Appendix C. The results of the analysis generally support
^ The election to reduce from 10? to 8? and/or from 6? to 4? 
only applies with respect to the regular ITC.
^The basis reduction of one-half of the ITC applies to the 
regular, energy, and certified historic structure ITC. This 
dissertation assumes that only the regular ITC is available to the 
corporate taxpayer.
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the contention that, all else being equal, the basis reduction is the 
better of the two options. Specifically, with the assumptions used in 
the analysis, basis reduction is superior to credit reduction for all 
cases examined for three year property. For five year property, basis 
reduction is again superior except in situations where a high tax rate 
combines with a low discount rate.
Assumptions Concerning Real and Personal Property Elections
In view of the above discussion, the possibility exists for the 
corporate taxpayer to take one of four paths in computing depreciation 
under ACRS. First, the taxpayer may depreciate personal property, with 
no basis reduction due to the investment tax credit, using the regular 
ACRS method, and real property using the regular ACRS method.
Secondly, the taxpayer may depreciate personal property, with no basis 
reduction due to the investment tax credit, using the regular ACRS
method, and real property using the straight-line ACRS method.
Thirdly, the taxpayer may depreciate personal property, with basis 
reduction due to the investment tax credit, using the regular ACRS
method, and real property using the regular ACRS method. Finally, the
taxpayer may depreciate personal property, with basis reduction from 
the investment tax credit, using the regular ACRS method, and real 
property using the straight-line ACRS method. Table 5-7 summarizes 
each of these four options.
Because of the possibility of each of these four options being 
elected by the corporate taxpayer, the depreciation calculations under 
ACRS are made assuming first that Option 1 is chosen; secondly, that 
Option 2 is chosen; thirdly, that Option 3 is chosen; and fourthly, 




PERSONAL PROPERTY REGULAR ACRS STRAIGHT LINE ACRS
I.T.C. Reduction, i.e., 
No Basis Reduction
OPTION 1 OPTION 2
Basis Reduction OPTION 3 OPTION 4
elections between or among options.
ASSUMPTIONS AND LIMITATIONS
The methodology discussed in this chapter centers around the 
depreciation calculations under both pre-ERTA law and ACRS. Because of 
the progressive nature of the steps described, an assumption at any 
point in the progression necessarily affects all results following that 
point. Therefore, each assumption made necessarily imposes limitations 
on the results of the procedures discussed.
Many of the assumptions made have been previously pointed out. 
Others remain to be pointed out at this time. This section serves to 
summarize those assumptions already discussed, and to specify those 
which have not yet been discussed.
The assumptions used in the procedures discussed in this chapter 
consist of the following:
(1) In going from the original investment base to the breakdown in 
Mining, and Trade and Services, the relationships in the past 
investment in qualified investment tax credit property offered a 
reasonable basis for allocations. As previoulsy discussed, this 
procedure imposes limitations on the results because total investment 
includes both real and personal property.
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(2) The historical trends of investment in the agriculture 
industry provide an adequate basis for predicting investment for such 
industry for 1982-1985.
(3) The relationships established by asset type from the IRS study 
will remain constant for the years 1982-1985.
(4) The depreciable lives for real property specified in Rev. 
Proc. 62-21 offer a reasonable basis for evaluating depreciable lives 
thereon under pre-ERTA law.
(5) For all property depreciated under, pre-ERTA law, salvage value 
is minimal, i.e., assumed to be zero.
(6) All property is new. Recall that under pre-ERTA law, a 
distinction was made between new and used property when assigning 
allowable depreciation methods. The accelerated depreciation methods 
were available only for new property. Used property was subject to the 
straight-line method. No distinction between new and used property is 
made under ACRS. Even though the taxpayer was precluded from using an 
accelerated depreciation method on used property, the depreciable life 
was shorter than that for new property. Therefore, the reduction in 
tax benefits in the early years of the asset life arising from the 
requirement that straight-line depreciation be used was partly offset 
by the reduced recovery period.
(7) No additional first year depreciation is claimed on personal 
property under pre-ERTA law. No immediate expensing of personal 
property is elected under ACRS.
(8) No property acquired in the period 1982-1985 is disposed of 
prior to 1986.
(9) The taxpayer wishes to maximize the present value of the tax
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benefits of depreciation. Therefore, SOYD depreciation is elected for 
personal property and 150$ declining balance is elected for real 
property under pre-ERTA law. None of the extended recovery periods are 
elected under ACRS.
(10) Personal property is acquired on the first day of the second 
month of each quarter, consistent with the past patterns found in the 
Survey of Current Business.
(11) All real property is acquired on the first day of the fiscal 
year.
(12) All real property is non-residential.
(13) All taxpayers elect either Option 1, Option 2, Option 3, or 
Option 4.
(14) All Florida corporate taxpayers opt to be taxed under the 
provisions of ERTA. Recall that a Florida corporate taxpayer could 
elect to compute the Florida corporate income tax by reference to the 
IRC in effect on January 1, 1980. To make such election, the taxpayer 
would indefinitely forego the benefits of the ACRS provisions in return 
for escaping the emergency excise tax for the years 1982-1984.




The preceding chapters have discussed the methodology used in 
developing the genesis of a model to determine the impact of ACRS on 
State of Florida corporate tax revenues. The purpose of this chapter 
is to present the results of the ACRS impact. As was discussed in 
Chapter 5, four possible options are available to the corporate 
taxpayer in the determination of depreciation under current law.2^ 
Therefore, the results that follow are consistent with each of the four 
options. For each option, the following progression of results is 
presented, first for the minor industry categories and then for major 
industry categories.
First, at the national level, the change in depreciation, i.e., 
depreciation computed under the ACRS provisions minus depreciation 
computed under pre-ERTA law, is detailed by industry for the years 
1982-1985. Still at the national level, the depreciation computed 
under the regular ACRS method for the years 1982-1984 is given as a 
starting point in the computation of the emergency excise tax.
^°0ther possibilities are also available to the corporate 
taxpayer. Such possibilities include the limited immediate expensing 
of the cost of personal property, the extended recovery periods, etc. 
These possibilities, however, were assumed not to have been elected.
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Secondly, the change in depreciation at the national level is 
translated to the state level via the percentages developed in the
Florida / U.S model. This change in depreciation at the state level
will be converted to a state revenue impact.
Thirdly, the depreciation calculated under the regular ACRS method 
at the national level is translated to the state level, again via the 
Florida /U.S. model. The emergency excise tax is derived from this
regular ACRS depreciation, at the state level
Finally, the net effect of ACRS on State of Florida corporate tax 
revenues for each industry, and in total, is given. This net effect 
combines the direct impact from the change in depreciation method with 
the indirect impact of the emergency excise tax.
In addition to presenting the aforementioned results, this 
chapter contains one additional section. That section presents a 
two-way analysis of variance with multiple comparison procedures to 
determine the relative impact of the various options on the tax 
liability and the relative impact among industries of the change in the 
tax law. Supplementing this procedure is an examination of the 
relative tax burden among industries before and after the change in the 
tax law.
RESULTS: MINOR LEVEL
Reduction in Regular ITC Pursuant to TEFRA
For both Options 1 and 2, the taxpayer is assumed to opt for the 
ITC reduction under TEFRA as opposed to the basis reduction, for 
personal property. Consistent with the assumptions of the analysis 
presented in Appendix C to Chapter 5, however, in a present value 
context, the ITC reduction is not generally the better of the two
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options. Indeed, under the assumptions used in the analysis, only with 
the combination of low discount rates, high marginal tax rates and 5- 
year recovery property is the ITC reduction the preferable method.
If the assumptions are relaxed, however, the ITC reduction could 
become the preferable method. For example, the benefits on the federal 
level of the ITC do not flow through to the state level. Any basis 
reduction of the personal property at the federal level does however 
flow through to the state level. This is so because adjusted federal 
income becomes the state taxable base. A basis reduction would 
necessarily impact the depreciation deduction and therefore adjusted 
federal income. Any resulting ITC, however, would have no impact at 
the state level. A taxpayer choosing to reduce the personal property 
basis in order to receive the full benefit of the ITC at the federal 
level would not be entitiled to a comparable benefit at the state 
level. Therefore, while in the abstract the probability is remote that 
a corporate taxpayer would choose the ITC reduction option, reality 
would suggest that such an option is possible. It should be noted at 
thi3 point that no assessment of the likelihood of ITC reduction being 
chosen is made. The results, rather, merely indicate the impact of 
ACRS if the ITC reduction is elected.
OPTION 1
The first option presented, Option 1, assumes that the taxpayer 
uses the regular ACRS method for both real and personal property. In 
addition, as discussed above, the taxpayer elects the ITC reduction 
rather than the personal property basis reduction under TEFRA. The 
results of Option 1 are presented in four tables.
Table 6-1A lists the change in depreciation due to ACRS for the
m o
years 1982-1985, and the depreciation under the regular ACRS method for 
the years 1982-1984. Both sets of figures are computed at the national 
level, and are detailed by minor industry and in the aggregate.
The change in depreciation for 1982-1985 in Columns 2 through 5 is 
computed as depreciation determined under the ACRS provisions minus 
depreciation determined under pre-ERTA law. This change in 
depreciation is the result of summing the change in depreciation for 
each asset, by industry and by year, e.g., automobiles and light 
trucks, for Agriculture, for 1982.
As can be seen at both the industry level and in the aggregate, 
the change in depreciation increases substantially from 1982 to 1985.
A major cause of this increase is the fact that the change in
depreciation for 1983 includes the change on both 1982 and 1983
investment; the change in depreciation in 1984 includes the change on 
1982, 1983 and 1984 investment; and the change in depreciation in 1985 
includes the change on 1982, 1983, 1984 and 1985 investment.
The final three columns in Table 6-1 A, Columns 6, 7 and 8, list 
the total depreciation for each year computed under the regular ACRS 
method. This too increases substantially from 1982 through 1984 for 
the same reasons as discussed above. The total regular ACRS 
depreciation is given only through 1984 because the Florida emergency
excise tax, for which such numbers are used, expires after 1984. While
the possibility exists that the emergency excise tax will be extended, 
for purposes of this study such possibility is ignored.
Table 6-1B presents the direct effect of ACRS on State of Florida 
corporate tax revenues, i.e., without inclusion of the emergency excise 
tax. Columns 2 through 5 present the change in depreciation for 1982-
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1985 respectively, at the state level. This change is the result of
applying the percentages developed in the Florida / U.S. model from
Table 4-3 in Chapter 4, to the change in depreciation on the national
level from Table 6-1A in this chapter. For example, the change in
depreciation at the state level for Agriculture for 1982-1985 is
computed as follows:
PERCENTAGE OF CHANGE IN DEP'N CHANGE IN DEP'N
FLA TO NATION AT NATIONAL LEVEL AT STATE LEVEL
YEAR (T4-3. COL 7, CH 4) X (TABLE 6-1A)_______ = (TABLE 6-1B)
1982 .0148498 X 1,031,512 , = 15,318
1983 .0148498 X 1,773,121 = 26,330
1984 .0148498 X 3,083,918 = 45,796
1985 .0148498 X 3,640,182 = 54,056
Columns 6 through 9 detail the direct effect of ACRS on State of
Florida corporate tax revenues for 1982-1985. Such effect is computed
by applying the 5% state corporate tax rate to the change in
depreciation for each respective year from Columns 2 - 5 .  To continue
the above example, the direct effect of ACRS on Agriculture for the
years 1982-1985 is computed as follows:
CHANGE IN DEP'N DIRECT EFFECT
AT STATE LEVEL OF ACRS
YEAR (COLUMNS 2 - 5 ) ______ X______ .05______ = (COLUMNS 6 - 9 )
1982 15,318 X .05 = 766
1983 26,330 X .05 = 1,317
1984 45,796 X .05 = 2,290
1985 54,056 X .05 = 2,703
The direct effect of ACRS on State of Florida corporate tax 
revenues under Option 1 shows substantial revenue loss for the years 
1982-1985, ranging from $(37,743,000) in 1982, to $(158,914,000) in
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1985.
Table 6-1C presents the emergency excise tax for the years 1982-
1984. Columns 2, 3, and 4 detail the depreciation computed under the
regular ACRS method, at the state level, for 1982-1984. This
depreciation is the result of applying the aforementioned percentages 
from the Florida / U.S. model from Chapter 4 to the depreciation 
figures at the national level from Columns 6, 7 and 8 in Table 6-1 A.
For example, Columns 2, 3, and 4 of Table 6-1C are computed as follows 
for Agriculture:
PERCENTAGE OF REGULAR ACRS DEP'N REGULAR ACRS DEP'N
FLA TO NATION AT NATIONAL LEVEL AT STATE LEVEL
YEAR (T4-3 COL 7 CH 4) X (TABLE 6-1A)________ = (TABLE 6-1C)______
1982 .0148498 X 3,230,623 = 47,974
1983 .0148498 X 7,626,310 = 113,249
1984 .0148498 X 12,154,888 = 180,498
Columns 5, 6, and 7 present the emergency excise tax, for each
industry and in total, for 1982-1984. This tax is computed by applying
the emergency excise tax rate of .02 to the depreciation under the
regular ACRS method, at the state level. To continue the above
example, the emergency excise tax for Agriculture for 1982-1984, is
computed as follows:
REGULAR ACRS DEP'N EMERGENCY
AT STATE LEVEL EXCISE TAX
YEAR (COLUMNS 2 - 4 ) ________ X_________.02  (COL 5 - 8 )
1982 47,974 X .02 = 959
1983 113,249 X .02 = 2,265
1984 180,498 X .02 = 3,610
As is seen in Table 6-1C, the emergency excise tax contributes 
substantial revenue to the State of Florida, ranging from $42,857,000
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in 1982, to $173,357,000 in 1985.
Table 6-1D presents the net revenue or loss under Option 1 to be 
experienced by the State of Florida as a result of ACRS. This net 
effect compares the additional revenue resulting from the emergency 
excise tax with the revenue loss resulting from the change in the 
depreciation provisions. For example, the net effect on State of 
Florida corporate tax revenues due to ACRS for Agriculture is computed 
as follows:
EMERGENCY EFFECT OF NET REVENUE
EXCISE TAX ACRS (LOSS)
YEAR (TABLE 6-1C)______ -________ (TABLE 6-1B) = (TABLE 1-D)
1982 959 - 766 = 193
1983 2,265 - 1,317 = 948
1984 3,610 - 2,290 = 1,320
1985 0 - 2,703 = (2,703)
The results from Table 6-1D indicate that the State of Florida.
stands to gain from the enactment of the ACRS provisions, coupled with 
the emergency excise tax, in 1982, 1983 and 1984. When the emergency 
excise tax expires for tax years ending after 1984, however, the State 
stands to lose substantial revenue. Assuming Option 1, the net gain in 
revenue to the State of Florida as a result of ACRS in 1982 is 
$5,114,000; in 1983 is $35,803,000; and 1984 is $50,580,000. In 1985, 
however, the net loss to the State of Florida as a result of ACRS is 
$(158,914,000). Thus, the emergency excise tax more than compensates 
for the direct revenue loss due to ACRS for the three years of its 
existence.




Under Option 2, the corporate taxpayer is assumed to depreciate 
the cost of personal property under the regular ACRS method and real 
property under the straight-line ACRS method. (The rationale for 
electing the straight line ACRS method for real property was discussed 
in Chapter 5). In addition, the taxpayer is assumed to elect to reduce 
the regular ITC rather than the basis of the personal property.
Table 6-2A presents the change in 1982-1985 depreciation at the 
national level due to ACRS and the depreciation computed under the 
regular ACRS method, for each minor industry and in total. Since it is 
assumed that the taxpayer elects the straight-line ACRS method for real 
property, the depreciation under the regular ACRS method reflects 
depreciation only on personal property.
Table 6-2B presents the results of the translation of the change 
in depreciation at the national level for the years 1982-1985 to the 
state level. Just as was true for Option 1, this translation makes use 
of the percentages developed in the Florida /U.S. model from Chapter 
4, and the change in depreciation at the national level from Table 6- 
2A. Columns 2-5 in Table 6-2B detail the change in depreciation, at 
the state level, for each industry and in the aggregate. Columns 5 - 9  
detail the direct revenue impact to the State of Florida as a result of 
the enactment of the ACRS provisions, for the years 1982 through 1985, 
respectively. This direct revenue impact is computed as the product of 
the yearly change in depreciation from Columns 2 - 5  and the 5% Florida 
corporate tax rate. Just as was true for Option 1, the direct revenue 
impact to the State of Florida due to ACRS increases substantially from 
1982-1985. This impact ranges from a revenue loss of $(31,381,000) in
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1982, to $(141,634,000) in 1985.
Table 6-2C presents the computation of the emergency excise tax 
under Option 2. Columns 2 through 4 detail the depreciation deduction 
computed under the regular ACRS method, at the state level. Columns 5 
through 7 list the emergency excise tax, by industry and in the 
aggregate, for the years 1982-1984, respectively. This emergency 
excise tax ranges from an additional revenue of $37,136,000 in 1982 to 
$156,918,000 in 1984.
Table 6-2D summarizes the results from Tables 6-2B and 6-2C and 
provides the net gain or loss in corporate tax revenues to be 
experienced by the State of Florida for the years 1982-1985. As was 
true under Option 1, the additional revenue from the emergency excise 
tax more than compensates for the loss in revenue from the ACRS 
provisions. When the emergency excise tax expires after 1984, however, 
the State of Florida stands to suffer substantial revenue loss as a 
result of ACRS. Assuming Option 2, the net gain in corporate tax 
revenue to the State of Florida is $5,755,000 in 1982; $35,317,000 in 
1983; and $48,558,000 in 1984. In 1985, the net loss in corporate tax 
revenues as a result of ACRS is $(141,634,000).
Reduction in Basis of Personal Property From ITC Pursuant to TEFRA
For Options 3 and 4, the taxpayer is assumed to elect to reduce 
the basis of personal property by one-half of the regular ITC. As was 
discussed in Appendix C to Chapter 5, the basis reduction will 
generally maximize the present value of the tax benefits of the ITC and 
depreciation deduction at the national level. This is so because a $1 
tax benefits at the present time is more valuable than a $1 tax benefit 
in the future. However, no assessment of the likelihood of a taxpayer
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choosing the basis reduction over the ITC reduction is made. Options 3 
and 4 merely present the revenue impacts to the State of Florida under 
the assumption that the taxpayer elected the basis reduction on 
personal property.
The provisions of TEFRA requiring either the ITC reduction or the 
basis reduction for personal property are effective beginning January 
1, 1983. Therefore, the 1982 corporate tax revenue impact to the State 
of Florida is not affected by the ITC reduction / basis reduction 
issue.
OPTION 3
Under Option 3, the corporate taxpayer is assumed to depreciate 
both personal and real property under the regular ACRS method. In 
addition, the taxpayer is assumed to reduce the depreciable basis of 
personal property by one-half of the regular ITC for all years after 
1982.
Table 6-3A presents the change in depreciation as a result of ACRS 
for 1982-1985, as well as the depreciation computed under the regular 
ACRS method for 1982-1984. Both the change in depreciation and the 
regular ACRS depreciation deduction are computed at the national 
level. Since 1982 is not affected by the basis reduction of TEFRA, the 
results in Columns 2 and 6 are identical to those in Columns 2 and 6 in 
Table 6-1A. This is so because under both Options 1 and 3, 1982 
results reflect the same assumptions, i.e., regular ACRS method for 
both real and personal property and no impact from the relevant 
provisions of TEFRA.
Table 6-3B presents the change in depreciation due to ACRS for 
1982-1985 at the state level. This change, listed in Columns 2 - 5 ,  is
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computed by applying the percentages from the Florida / U.S. model to 
the national change in depreciation from Table 6-3A. Also included in 
Table 6-3B is the direct effect of the ACRS provisions on State of 
Florida corporate tax revenues for 1982-1985. This direct effect is 
the product of the yearly change in depreciation and the 5% state 
corporate tax rate. The direct revenue loss in State of Florida 
corporate tax revenues as a result of the enactment of the ACRS 
provisions ranges from $(37,743,000) in 1982 to $(168,716,000) in
1985. Note that the results for 1982 are again identical to their
counterpart in Table 1-B under Option 1.
Table 6-3C presents the emergency excise tax information for 1982— 
1984. Columns 2, 3, and 4 list the regular ACRS depreciation 
deduction, at the state level, for 1982-1984, respectively. Columns 5, 
6, and 7 list the emergency excise tax for 1982-1984, respectively.
Such tax results in additional revenue to the State of Florida, ranging 
from $42,857,000 in 1982 to $168,716,000 in 1984. Again, the 1982 
results are identical to their counterpart in Table 6-1C under Option 
1 .
Table 6-3D summarizes the results from Tables 6-3B and 6-3C.
Table 6-3D provides the net gain or loss in State of Florida corporate 
tax revenues for the years 1982-1985. Under Option 3, the net gain in 
corporate tax revenues to the State of Florida as a result of the ACRS 
provisions is $5,114,000 in 1982 (the same as existed under Option 1); 
$38,471,000 in 1983; and $57,537,000 in 1984. In 1985, when the 
emergency excise tax is no longer in effect, however, the State of
Florida will suffer a loss of $(139,969,000) in corporate tax revenues
as a result of ACRS.
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OPTION 4
Under Option 4, the corporate taxpayer is assumed to depreciate 
personal property under the regular ACRS method and real property under 
the straight line ACRS method. In addition, the depreciable basis of 
the personal property is assumed to be reduced by one-half of the 
regular ITC for years ending after 1982. Note that since the personal 
property basis reduction begins in 1983, the results that follow for 
1982 will be the same as those presented for Option 2.
Table 6-4 A presents the change in 1982-1985 depreciation at the 
national level due to the enactment of ACRS and the depreciation 
computed under the regular ACRS method for 1982-1984. Since real 
property is assumed to be depreciated under the straight-line ACRS 
method, the regular ACRS method reflects depreciation only on personal 
property.
Table 6-4B presents the change in depreciation due to the 
enactment of ACRS and the resulting direct revenue impact at the state 
level for the years 1982-1985. Such results are computed in the same 
manner as discussed above. The direct revenue impact ranges from a 
loss of $(31,381,000) in 1982, to $(122,686,000) in 1985.
Table 6-4C presents the depreciation under the regular ACRS method 
at the state level and the resultant emergency excise tax for the years 
1982-1984. The additional revenue to be realized by the State of 
Florida from the emergency excise tax ranges from $37,136,000 in 1982, 
to $152,274,000 in 1984.
Table 6-4D summarizes the results from Tables 6-4B and 6-4C. The 
net gain in State of Florida corporate tax revenues as a result of the 
enactment of ACRS is $5,755,000 in 1982; $37,986,000 in 1983; and
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$55,527,000 in 1984. In 1985, the net loss in State of Florida 
corporate tax revenues is $(122,686,000).
RESULTS: MAJOR LEVEL
The same procedures as previously described at the minor industry 
level are applied at the major industry level. The results are 
presented in Tables 6-5A, 6-5B, 6-5C, and 6-5D. Table 6-5A lists the 
change in depreciation at the national level and the regular ACRS 
depreciation deduction, also at the national level, for Options 1-4. 
Table 6-5B translates the change in depreciation at the national level 
from Table 6-5A to the state level by way of the percentages developed 
in Table 4-2 in Chapter 4. This translated change is multiplied by the 
5% state corporate tax rate to arrive at a direct impact of ACRS for 
1982-1985 under Options 1-4. Table 6-5C translates the regular ACRS 
depreciation deduction at the national level from Table 6-5A to the 
state level using the same percentage from Table 4-2. This regular 
ACRS depreciation at the state level is multiplied by 2% to arrive at 
the emergency excise tax for 1982-1984. Table 6-5D summarizes the 
results of the direct impact from Table 6-5B and the emergency excise 
tax from Table 6-5C to arrive at a net revenue impact.
Comparison of the results obtained at the minor industry level to 
those at the major level indicates a substantial difference between the 
two. For example, under Option 1 at the minor industry level, the net 
impact to the State of Florida corporate tax revenues ranges from a net 
gain of $5,114,000 in 1982 to a net loss of $(158,914,000) in 1985.
The same procedures applied at the major level yield a range of a net 
gain of $4,759,000 in 1982 to a net loss of $(121,586,000) in 1985. A 
comparison of the net impact under each Option at the major level and
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the minor level is presented in Table 6-6.
The difference is easily explained by referring to the percentages 
used to translate the national results to the state level from Tables 
4-2 and 4-3. For example, in the Transportation, Utilities, and 
Communications Industry, the percentage at the major level is .060975. 
The detail of the percentage at the minor level, however, indicates a 
relationship of .018373 to Railroads and Trucking; .0578537 to 
Airlines; .0623190 to Electric and Gas; and .1086630 to 
Communications. The two latter industries plan to invest significantly 
more in 1982-1985 than the former. The averaging, however, in the 
major percentage discounts this extra investment activity.
POSSIBLE CHANGE IN THE TAX BURDEN AS A RESULT OF A CHANGE IN THE 
FEDERAL AND/OR STATE TAX LAW
Any change in the corporate tax law at the federal level and/or 
the state level has the potential of impacting different industrial 
groups differently. This impact could take the form of different 
percentage changes in tax liability experienced by each industry. 
Alternately, this impact could take the form of a shifting of the tax 
burden within the various industries making up the corporate tax base. 
While at first glance, these two types of impacts may appear to be 
related, a closer look indicates that they could involve two separate 
issues.
The first issue deals solely with the individual industry. The 
percentage change in tax liability experienced by each industry as a 
result of the change in the tax law is a function of the relationship 
in tax burden for that specific industry before and after the change. 
This percentage change is neither dependent on nor related to the
151
impact on any other industry. The second issue deals with the 
relationship of one industry with all other industries, either within a 
major category or in total. The change in tax burden among industries 
as a result of a change in the tax law is a function of the relative 
position of one industry to all industries comprising the group in 
question before the change in the tax law, and that relative position 
after the change in tax law.
Each of these issues is briefly examined. In the examination, the 
actual 1981 Florida corporate income tax is adjusted to reflect a "what 
if" situation under eight independent assumptions. The first four 
assumptions assume no emergency excise tax, while the fifth through the 
eighth allow for the existence of this tax. Within the two broad 
categories, Options 1-4, as previously detailed are applied to the 1981 
national capital investment to arrive at a potential impact to the 1981 
Florida corporate income tax. Table 6-7 presents the actual 1981 
Florida corporate tax^7 and the adjusted tax under each of the 
options at the major level. Table 6-9 presents the same at the minor 
level.
The actual 1981 Florida corporate tax liability serves as a base 
in examining the first issue of percentage changes in tax liability 
experienced by the different industries. Each of the adjusted figures, 
by industry, is compared to this base to arrive at a percentage 
decrease in the tax brought about by the change in tax law under each 
of the options. For example, the 1981 unadjusted corporate income tax 
for Agriculture from Table 6-7 is $1,377. Under Option 1 with no
^?The unadjusted 1981 corporate income tax at the major level 
comes from Table 4-2, and at the minor level from Table 4-3.
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emergency excise tax, this tax is $597. Therefore, the application of
the change in tax law impounded in Option 1 with no emergency excise
tax results in a *19.38? decrease ((1,377 - 697)/1,377). The percentage 
decrease in tax under each option is presented in Table 6-8 for the 
major industry level, and in Table 6-10 for the minor level.
By reference to the percentage decreases in each of these tables, 
one observes that different industries are impacted differently by the 
change in the tax law. In addition, different options yield different 
results. Two questions of interest regarding the differential impact 
are: (1) Is there a significant difference in the impact on the
respective industries from the change in the tax law? If so, where do
the differences exist and which industry is impacted the greatest and 
which the least? (2) Is there a significant difference on the 
overall tax burden by applicaton of the different options? If so, 
where do the differences exist and which option produces the greatest 
impact and which the least?
To answer these questions, a two-way analysis of variance (ANOVA) 
is performed on the percentage decrease [Kleinbaum and Kupper, 1978]. 
The two factors in the ANOVA, both of which are fixed effect, are 
Option and Industry. The ANOVA tests two sets of hypotheses. The 
first regards the options and tests for equality of the means for each 
option:
Ho: U.1 = u .2 = • • • = u.8
Ha: not all the the u ^ ' s  are equal.
The test of H0 f0r the options is made using the F statistic 
calculated as:
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Foption = Mean Square Option 
Mean Square Error
H0 is rejected with the conclusion that not all options have the same 
effect on the percentage change when:
Foption ^  ^k-1,(k-1)(b—1),1-a*
The second tested hypothesis regards industries and tests for 
equality of the means for each industry:
Ho: u1. = u2. = • • • = ”k.
Ha: not all of the uj.'s are equal.
where k = the number of industries.
The test of H0 is made using the F statistic calculated as:
^industry = Mean Square Industry 
Mean Square Error
HQ is rejected with the conclusion that not all industries are
impacted the same way by the change in the tax law when:
^industry ^  ^k-1(k-1)(b-1),1-a*
If the null hypothesis is rejected for either option or industry, 
the Student-Newman-Keuls multiple comparison test [Hicks, 1973] is 
performed to determine both a rank of the means and a specification of 
which differences are significant. The Student-Newman-Keuls test is 
chosen because of its robustness.
The results of the ANOVA and the Student-Newman-Keuls test are 
found in Tables 6—11A through 6-11G. Table 6—11A presents the results 
at the major level and the remaining tables present the results for 
the minor industries within a major category.
At the major level, the difference in the means is found to be 
significant for both Option and Industry. The greatest mean difference 
for Industry is found for Agriculture, while the smallest is Other
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Industries. Only Agriculture, however, is significantly different from 
the other industries at an alpha level of .05. Option 2-A^  results 
in the greatest mean difference in percentage change while Option 3-B 
results in the smallest. The two are significantly different at an 
alpha level of .05. The same type of analysis can be made for the 
minor industries within a major category by reference to the ANOVA 
results in Tables 6-11B - 6-11G.
One of the major assumptions in the ANOVA is that there is no 
block-treatment interaction. Tukey's test of additivity is used to 
test this assumption [Kleinbaum and Kupper, 1978, p. 312] . The 
analysis is presented in Table 6-12. The results of the analysis 
indicate that for all cases examined, the assumption of no interaction 
is not valid. Because of this, the error term in each respective ANOVA 
is inflated. The significance of this is that the Student-Newman-Keuls 
multiple comparison test may fail to detect significant differences 
when in fact such differences exist. With only one observation per 
cell, it is not possible to be any more specific about this 
interaction.
In making the overall analysis, a caveat is in order. As 
previously stated, the percentage change in the tax liability 
experienced by a specific industry as a result of a change in tax law 
is a function of the relationship in tax liability for that industry 
before and after the change in the law. Therefore, making inferences 
based upon this analysis concerning a shifting of relative tax burdens 
among industries would appear to be inappropriate because of the lack
2®In the option listing, the letter A signifies no emergency 
excise tax while the letter B indicates the emergency excise tax.
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of a common base. For example, in absolute terms Agriculture decreased 
$680 under Option 1 with no emergency excise tax, which resulted in a 
49.38/6 decrease. Manufacturing experienced only a 5.46/6 decrease under 
the same option with a decrease of $8,27*1 in absolute terms.
The second issue of a shifting in tax burden within the various 
industries is briefly examined as reflected in Tables 6-13 and 6-14. 
Table 6-13 presents the percentage contribution to total corporate tax 
revenue from each major industry, first unadjusted and then adjusted 
under each of the options. Table 6-14 presents the same for each minor 
industry within a major category. As can be seen from both Tables 6-13 
and 6-14, a shifting in tax burden appears to occur when going from the 
percentage contribution of the unadjusted tax to the percentage 
contribution of the tax as adjusted. Investigation of both the 
possible significance of this shifting and the reasons for the shifting 
are beyond the scope of this dissertation. Further research into this 
area, however, could uncover significant policy issues and 
ramifications of changes in the tax law which result in a shifting of 
tax burden among industries.
TABLE 6-1A
CHANGE IN DEPRECIATION DUE TO ACRS AND DEPRECIATION UNDER ACRS ON THE NATIONAL LEVEL
ASSUMING OPTION 1 
(OOO's)
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7 COL 8
CHANGE CHANGE CHANGE CHANGE DEP'N DEP'N DEP'N
IN IN IN IN UNDER UNDER UNDER
DEP'N DEP'N DEP'N DEP'N ACRS ACRS ACRS
INDUSTRY 1982 1983 1984 1985 1982 1983 1984
Agriculture 1,031,512 1,773,121 3,083,918 3,640,182 3,230,623 7,626,310 12,154,888
Mining:
Metal 96,457 179,807 306,953 439,959 309,489 806,192 
4,760,500
1,326,542
Oil & Gas 280,941 292,775 736,926 1,235,404 1,827,506 7,833,130
Non Metal 137,783 256,844 438,462 628,446 442,080 1,151,581 1,894,857
Manufacturing:





6,423,854Electric Machinery 674,069 1,213,767 1,994,149 3,993,046
Transp. Equipment 668,500 981,171 2,291,468 
453,376
2,574,429 2,978,586 7,198,832 11,317,203
Fabricated Metals 121,486 188,407 486,465 569,318 1,432,516 2,323,695
Instruments 172,524 304,486 520,504 741,911 429,543 1,027,780 1,678,648
Stone, Clay & Glass 203,442 396,997 669,723 870,231 513,938 1,250,860 1,983,281
Machinery 838,932 1,558,609 2,688,937 3,879,850 2,088,733 5,191,931 8,677,741
Other Durables 356,412 655,833 1,101,438 1,400,088 1,000,784 2,509,350
5,378,666
3,984,150
Chemicals 888,757 2,069,579 3,109,785 4,258,563 2,191,016 8,641,757
Paper & Pulp 464,817 946,186 1,632,329 2,255,599 1,016,475 2,576,789 4,411,919
Rubber 146,814 320,630 533,157 672,897 350,978 920,794 1,501,453
Petroleum 1,785,598 3,578,564 6,518,891 9,019,487 4,519,024 11,400,430 19,287,803
Food & Beverages 412,145 718,489 1,280,402 1,568,290 1,165,888 2,797,647 4,460,750
Textiles 86,561 155,118 250,061 335,783 246,593 607,751 964,049
Other Non Durables 429,363 697,979 1,134,969 1,417,030 1,194,508 2,753,272 4,045,270
TABLE 6-1A (Continued)
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7 COL 8
Transportation, Utilities and Communication: 
R.R. & Trucking 174,711 416,599 767,852 1,199,678 624,127 
568,683
1,962,685 3,570,544
Airlines 149,668 238,326 421,978 591,071 1,421,788 2,191,245
14,774,964Electric & Gas 633,717 1,332,704 2,325,431 2,221,816 3,549,102 9,512,465
Communications 2,,417,571 4,991,222 8,143,736 11,562,699 5,632,632 14,849,431 24,566,373
Trade:
Wholesale Trade 1,,111,140 1,934,752 3,417,874 4,101,370 3,052,695 7,215,172
506,439
11,585,227
Building Materials 75,273 130,328 231,525 276,450 214,272 813,174
General Msd. Stores 294,536 509,959 905,938 1,081,722 838,421 1,981,636 3,181,864
Food Stores 281,216 486,897 864,969 1,032,804 800,503 1,892,019 3,037,971
Automotive Dealers 215,646 373,373 663,299 792,000 613,860 1,450,884 2,329,653
Apparel 50,078 86,704 154,033 183,920 142,555 336,931 541,000
Furniture 35,729 61,857 109,886 131,208 101,700 240,365 385,951
Eating & Drinking 199,437 345,307 613,433 732,467 567,716 1,341,816 2,154,524
Miscellaneous 211,724 366,583 651,228 777,582 602,691 1,424,485 2,287,264
Finance, Insurance and 
Banking
Real Estate:
624,849 1,081,870 1,921,917 2,294,845 1,778,681 4,203,988 6,750,242
Credit Agencies 168,307 291,409 517,674 618,146 479,098 1,132,366 1,818,209
Security Brokers 30,836 53,180 94,858 112,883 89,941 212,580 341,332
Insurance 205,622 354,630 632,544 752,729 599,752 1,417,540 2,276,107
Real Estate 120,926 208,554 371,997 442,674 352,709 833,642 1,338,560
Holding Companies 22,775 39,276 70,058 83,366 66,428 157,002 252,096
Services:
Hotels 62,226 107,319 191,422
219,480
227,792 181,499 428,979 688,802
Personal Services 71,345 123,046 261,182 208,097 491,851 789,754
Business Services 425,607 734,019 1,309,276 1,558,025 1,241,388 2,934,072 4,711,170
Auto Repair 325,592 561,530 1,001,602 1,191,901
958,468
949,668 2,244,580 3,604,069
Amusement 258,437 446,362 804,961 753,180 1,780,174 2,858,385
Other Industries 363,885 627,570 1,119,366 1,332,056 1,061,359 2,508,567 4,027,841
TOTAL 17,888,369 33,452,276 58,260,639 75,435,829 51,852,701 128,669,440 208,316,655
TABLE 6-1B
EFFECT OF ACRS ON STATE OF FLORIDA CORPORATE TAX REVENUES
ASSUMING OPTION 1 
(000's)
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7 COL 8 COL 9
CHANGE CHANGE CHANGE CHANGE EFFECT EFFECT EFFECT EFFECT
IN IN IN IN OF OF OF OF
DEP'N DEP'N DEP'N DEP'N ACRS ACRS ACRS ACRS
INDUSTRY 1982 1983 1984 1985 1982 1983 1984 1985
Agriculture 15,318 26,330 45,796 54,056 766 1,317 2,290 2,703
Mining:
Metal 1,065 1,986 3,390 4,858 53 99 169 243
Oil & Gas 2,018 2,103 5,292 8,872 101 105 265 444
Non Metal 10,099 18,825 32,137 46,062 505 1,941 1,607 2,303
Manufacturing:
Iron, Steel, etc. 4,038 9,067 14,305 19,491 202 453 715 975
Electric Machinery 15,410
19,983
27,748 45,588 63,612 770 1,387 2,279 3,181
Transp. Equipment 29,330 68,498 76,956 999 1,466 3,425 3,848
Fabricated Metals 1,320 2,048 4,928 5,287 66 102 246 264
Instruments 1,564 2,761 4,719 6,727 78 138 236 336
Stone, Clay & Glass 19,605 38,257 64,539 83,861 980 1,913 3,227 4,193
Machinery 13,460 25,006 42,820 62,247 673 1,250
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2,141 3,112
Other Durables 1,809 3,329 5,592 7,108 90 280 355
Chemicals 10,043 23,385 35,139 48,120 502 1,169 1,757 2,406
Paper & Pulp 18,185 37,018 63,863 88,247 909 1,851 3,193 4,412
Rubber 1,776 3,878 6,448 8,138 89 194 322 407
Petroleum 18,231 36,536 66,557 92,087 912 1,827 3,328 4,604
Food & Beverages 22,693 39,560 70,499 86,350 1,135 1,978 3,525 4,317
Textiles 588 1,053 1,697 2,279 29 53 85 114
Other Non Durables 15,311 24,890 40,473 50,531 766 1,244 2,024 2,527
158
TABLE 6-1B (Continued)
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7 COL 8 COL 9
Transportation, Utilities and Communications: 
R.R. & Trucking 3,210 7,654 14,108 22,043 161 383 705 1,102
Airlines 8,659 13,788 24,413 34,196 433 689 1,221 1,710
Electric & Gas 39,493 83,053 144,919 ■ 138,461 1,975 4,153 7,246 6,923
Communi ca tions 262,701 542,361 884,923 1,256,437 13,135 27,118 44,246 62,822
Trade:
Wholesale Trade 2,332 4,061 7,174 8,609 117 203 359 430
Building Materials 4,304 7,453 13,240 15,809 215 373 662 790
General Msd. Stores 24,822 42,977 76,349 91,164 1,241 2,149 3,817 4,558
Food Stores 29,953 51,861 92,131 110,007 1,498 2,593 4,607 5,500
Automotive Dealers 13,771 23,844 42,359 50,578 689 1,192 2,118 2,529
Apparel 2,710 4,691 8,334 * 9,951 135 235 417 498
Furniture 890 1,541 2,737 -i 3,269 45 77 137 163
Eating & Drinking 4,654 8,058 14,315 17,093 233 403 716 855
Miscellaneous 10,979 19,010 33,771 40,324 549 951 1,689 2,016
Finance, Insurance and 
Banking
Real Estate 
34,787 60,231 106,999 127,761 1,7-39 3,012 5,350 6,388
Credit Agencies 30,023 51,982 92,344 110,267 1,501 2,599 4,617 5,513
Security Brokers 737 1,271 2,267 2,698 37 64 113 135
Insurance 14,736 25,415 45,332 53,945 737 1,271 2,267 2,697
Real Estate 10,044 17,322 30,898 36,768 502 866 1,545 1,838
Holding Companies 746 1,286 2,293 2,729 37 64 115 136
Services:
Hotels 1,769 3,051 5,441 6,475 88 153 272 324
Personal Services 1,136 1,960 3,496 4,160 57 98 175 208
Business Services 10,951 18,887 33,690 40,090 548 944 1,684 2,005
1,475Auto Repair 8,058 13,897 24,788 29,497 403 695 1,239
Amusement 31,309 54,076 97,521 116,118 1,565 2,704 4,876 5,806
Other Industries 9,556 16,480 29,394 34,979 478 824 1,470 1,749
TOTAL 754,846 1,429,320 2 ,455,516 3,178,317 37,743 71,466 122,777 158,914
TABLE 6-1C
EMERGENCY EXCISE TAX 
ASSUMING OPTION 1 
(000's)
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 dOL 7
DEP'N DEP'N DEP'N EMERGENCY EMERGENCY EMERGENCY
UNDER UNDER UNDER EXCISE EXCISE EXCISE
ACRS ACRS ACRS TAX TAX TAX
INDUSTRY 1982 1983 1984 1982 1983 , 1984
Agriculture 47,974 113,249 180,498 959 2,265 3,610
Mining:
Metal 3,418 8,903 14,649 68 178 293
Oil & Gas 13,124 34,188 56,254 262 684 1,125
Non Metal 32,402 84,405 138,883 648 1,688 2,778
Manufacturing:
Iron, Steel, etc. 7,658 20,166 32,578 153 403 652
Electric Machinery 37,542 91,285 146,856 751 1,826 2,937
Transp. Equipment 89,038 215,192 338,301 1,781 4,304 6,766
Fabricated Metals 6,188 15,570 25,256 124 311 505
Instruments 3,895 9,319 15,220 78 186 304
Stone, Clay & Glass 49,527 120,541 191,123 991 2,411 3,822
Machinery 33,511 83,298 139,223 670 1,666 2,784
Other Durables 5,081 12,739 20,226 102 255 405
Chemicals 24,758 60,777 97,648 495 1,216 1,953
Paper & Pulp 39,768 100,814 172,611 795 2,016 3,452
Rubber 4,245 11,136 18,158 85 223 363
Petroleum 46,138 116,396 196,924 923 2,328 3,938
Food & Beverages 64,194 154,038 245,608 1,284 3,081 4,912
Textiles 1,674 4,125 6,543 33 82 131
Other Non Durables 42,596 98,181 144,253 852 1,964 2,885
TABLE 6-1C (Continued)
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 C.0L 7
Transportation, Utilities and Communication: 
R.R. & Trucking 11,468 36,062 65,604 229 721 1,312
Airlines 32,900 82,256 126,772 658 1,645 2,535
Electric & Gas 221,176 592,807 920,761 4,424 11,856 18,415
Communi ea tions 612,059 1,613,584 2,669,455 12,241 32,272 53,389
Trade:
Wholesale Trade 6,408 15,145 24,317 128 303 486
Building Materials 12,253 28,961 46,501 245 579 930
General Msd. Stores 70,659 167,005 268,156 1,413 3,340 5,363
Food Stores 85,264 201,525 323,584 1,705 4,030 6,472
Automotive Dealers 39,201 92,654 148,773 784 1,853 2,975
585Apparel 7,713 18,230 29,271 154 365
Furniture 2,533 5,988 9,615 51 120 192
Eating & Drinking 13,249 31,313 50,279 265 626 1,006
Miscellaneous 31,254 73,870 118,612 625 1,477 2,372
Finance, Insurance and 
Banking
Real Estate: 
99,025 234,049 375,806 1,980 4,681 7,516
Credit Agencies 85,463 201,995 324,337 1,709 4,040 6,487
Security Brokers 2,150 5,081 8,159 43 102 163
Insurance 42,982 101,589 163,119 860 2,032 3,262
Real Estate 29,296 69,242 111,180 586 1,385 2,224
Holding Companies 2,174 5,139 8,252 43 103 165
Services:
Hotels 5,159 12,194 19,579 103 244 392
Personal Services 3,315 7,835 12,580 66 157 252
Business Services 31,943 75,498 121,225 639 1,510 2,424
Auto Repair 23,503 55,549 89,194 470 1,111 1,784
Amusement 91,247 215,667 346,292 1,825 4,313 6,926
Other Industries 27,871 65,874 105,770 557 1,317 2,115
TOTAL 2,142,996 5,363,434 8,666,005 42,857 107,269 173,357
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TABLE 6-1D
NET GAIN(LOSS) IN STATE OF FLORIDA CORPORATE TAX REVENUES DUE TO ACRS 
(EMERGENCY EXCISE TAXa - EFFECT OF ACRSb)
(OOO's)
ASSUMING OPTION 1
INDUSTRY 1982 1983 1984 1985
Agriculture 193 948 1,320 (2,703)
Mining:
Metal 15 79 124 (243)
Oil & Gas 161 5-79 860 (444)
Non Metal 143 747 1,171 (2,303)
Manufacturing:
Iron, Steel, etc. (49) (50) (63) (975)
Electric Machinery (19) 439 658 (3,181)
Transp. Equipment 782 2,838 3,341 (3,848)
Fabricated Metals 58 209 259 (264)
Instruments 0 48 68 (336)
Stone, Clay & Glass 11 498 595 (4,193)
Machinery (3) 416 643 (3,112)
Other Durables 12 89 125 (355)
Chemicals (7) 47 196 (2,406)
Paper & Pulp (114) 165 259 (4,412)
Rubber (4) 29 41 (407)
Petroleum 11 501 610 (4,604)
Food & Beverages 149 1,103 1,387 (4,317)
Textiles 4 29 46 (114)




R.R. & Trucking 68 338 607 (1,102)
Airlines 225 956 1,314 (1,710)
Electric & Gas 2,449 7,703 11,169 (6,923)
Communications (894) 5,154 9,143 (62,822)
Trade:
Wholesale Trade 11 100 127 (430)
Building Materials 30 206 268 (790)
General Msd. Stores 172 1,191 1,546 (4,558)
Food Stores 207 1,437 1,865 (5,500)
Automotive Dealers 95 661 857 (2,529)
Apparel 19 130 168 (498)
Furniture 6 43 55 (163)
Eating & Drinking 32 223 290 (855)
Miscellaneous 76 526 683 (2,016)
TABLE 6-1D (Continued)
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TOTAL 5,114 35,803 50,580 (158,914)
aFrom TABLE 6-1C, Columns 5, 6 and 7. 
^From TABLE 6-1B, Columns 6, 7, 8 and 9.
TABLE 6-2A
CHANGE IN DEPRECIATION DUE TO ACRS AND DEPRECIATION UNDER ACRS ON THE NATIONAL LEVEL
ASSUMING OPTION 2 
(000's)
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7 COL 8
CHANGE CHANGE CHANGE CHANGE DEP'N DEP'N DEP'N
IN IN IN IN UNDER UNDER UNDER
DEP’N DEP’N DEP’N DEP'N ACRS ACRS ACRS
INDUSTRY 1982 1983 1984 1985 1982 1983 1984
Agriculture 831,593 1,454,886 2,659,273 3,160,671 2,780,778 6,816,510 10,968,166
Mining:
Metal 88,428 165,442 287,722 415,630 291,423 770,105 1,273,240
Oil & Gas 233,532 207,952 623,363 1,091,752 1,720,829 4,548,411 7,518,381
Non Metal 126,314 236,325 410,991 593,696 416,274 1,100,034 1,818,718
Manufacturing:
Iron, Steel, etc. 500,910 1,147,476 1,842,560 2,545,500 928,569 2,520,971 3,952,644
Electric Machinery 566,555 1,033,353 1,752,905
2,124,851
2,497,691 1,400,258 3,536,688 5,752,337
Transp. Equipment 586,873 851,464 2,377,445 2,794,913 6,868,742 10,848,033
Fabricated Metals 85,227 125,485 369,972 387,978 487,730 1,273,932 2,091,647
Instruments 137,447 246,252 439,977 640,435 350,614 880,298 1,455,757
Stone, Clay & Glass 171,554 343,798 600,525 790,927
3,342,931
442,186 1,116,205 1,789,554
Machinery 668,361 1,259,574 2,266,913 1,704,925 4,439,092 7,517,957
Other Durables 287,241 534,716 945,939 1,220,893 845,140 2,204,391
4,863,024
3,549,095
Chemicals 767,906 1,865,599 2,838,935 3,943,526 1,919,084
936,454
7,887,098
Paper & Pulp 429,254 884,411 1,542,267 2,150,122 2,421,113 4,165,715
Rubber 128,761 287,385 489,488 623,619 310,356 637,523 1,380,197
Petroleum 1,637,025 3,323,697 6,154,207 8,574,305 4,184,714 10,757,289 18,286,773
3,893,428Food & Beverages 319,262 564,820 1,077,225
221,908
1,328,666 956,889 2,408,326
Textiles 73,672 133,357 303,410 217,592
1,008,796
552,746 885,214
Other Non Durables 346,830 570,112 985,752 1,251,656 2,426,858 3,615,706
TABLE 6-2A (Continued)
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7 COL 8
Transportation, Utilities and Communication: 
R.R. & Trucking 158,153 378,053 711,720 1,127,649 586,870 1,868,188 3,419,374
Airlines 13*1,581 212,928 391,068 556,187 534,736 1,357,566 2,103,596
Electric & Gas 633,717 1,332,704 2,325,431 2,221,816 3,549,102 9,512,465 14,774,964
Communications 2,413,115 4,983,516 8,133,276 11,550,186 5,622,606 14,830,004 24,537,399
Trade:
Wholesale Trade 698,013 1,234,871 2,473,633 2,965,763 2,123,100 5,446,654 8,962,944
Building Materials 46,275 81,203 165,247 196,739 149,023 382,306 629,114
General Msd. Stores 181,071 317,738 646,604 769,829 583,109 1,495,915 2,461,658
Food Stores 172,882 303,368 617,362 735,014 556,737 1,428,264 2,350,335
Automotive Dealers 132,571 232,636 473,423 563,644 426,930 1,095,257 1,802,343
Apparel 30,786 54,022 109,941 130,890 99,145 254,346 418,547
Furniture 21,966 38,542 78,431 93,377 70,731 181,449 298,593
Eating & Drinking 122,607 215,149 437,831 521,276 394,838 1,012,922
1,075,328
1,666,854
Miscellaneous 130,161 228,406 464,807 553,380 419,162 1,769,549
Finance, Insurance and 
Banking
Real Estate 
384,137 674,079 1,371,746 1,633,174 1,237,044 2,842,251 4,891,050
Credit Agencies 103,469 181,568 369,483 439,914 333,205 854,811 1,406,663
Security Brokers 18,665 32,559 67,039 79,425 62,553 160,474 264,073
Insurance 124,457 217,128 447,033 529,623 417,118 1,070,086 1,760,916
Real Estate 73,193 127,690 262,900 311,466
58,655
245,303 629,307 1,035,581
Holding Companies 13,785 24,046 49,511 46,200 118,519 195,035
Services:
Hotels 37,664 65,707 135,282 160,274 126,230 323,831 532,894
Personal Services 43,183 75,336 155,113 183,770 144,728 371,293 610,997
Business Services 257,607 449,410 925,297 1,096,226 863,365 2,214,899 3,644,811
Auto Repair 197,072 343,803 707,856 838,623 660,479 1,694,409 2,788,298
Amusement 156,507 273,683 571,991 678,283 523,824 1,343,834 2,211,398
Other Industries 220,249 384,236 791,087 937,238 738,158 1,893,690 3,116,159
TOTAL 14,492,631 27,698,485 50,517,885 66,173,274 44,211,820 113,800,326 186,302,805
TABLE 6-2B
EFFECT OF ACRS ON STATE OF FLORIDA CORPORATE TAX REVENUES
ASSUMING OPTION 2 
(000's)
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7 COL 8 COL 9
CHANGE CHANGE CHANGE CHANGE EFFECT EFFECT EFFECT EFFECT
IN IN IN IN OF OF OF OF
DEP'N DEP'N DEP'N DEP'N ACRS ACRS ACRS ACRS
INDUSTRY 1982 1983 1984 1985 1982 1983 1984 1985
Agriculture 12,349 21,605 39,490 46,935 617 1,080 1,974 2,347
Mining:
Metal 977 1,827 3,177 4,590 49 91 159 229
Oil & Gas 1,677 1,493 4,477 7,841 84 75 224 392
Non Metal 9,258 17,321 30,124 43,515 463 866 1,506 2,176
Manufacturing:
Iron, Steel, etc. 3,603 8,253 13,253 18,309 180 413 663 915
Electric Machinery 12,952 23,623 40,073 57,100 648 1,181 2,004 2,855
Transp. Equipment 17,543 25,452 63,517 71,068 877 1,273 3,176 3,553
Fabricated Metals 926 1,364 4,021 4,217
5,807
46 $8 201 211
Instruments 1,246 2,233 3,989 62 112 199 290
Stone, Clay & Glass 16,532 33.131 57,871 76,219 827 1,657 2,894 3,811
Machinery 10,723 20,208 36,370 53,633 536 1,010 1,818 2,682
Other Durables 1,458 2,715 4,$02 6,198 73 136 240 310
Chemicals 8,677 21,081 32,079 44,560 434 1,054 1,604 2,228
Paper & Pulp 16,794 34,601 60,339 84,121 840 1,730 3,017 4,206
Rubber 1,557 3,476 5,920 7,546 78 174 296 377
Petroleum 16,714 33,934 62,833 87,542 836 1,697 3,142 4,377
Food & Beverages 17,579 31,099 59,312
1,506
73,156 879 1,555 2,966 3,658
Textiles 500 905 2,059 25 45 75 103
Other Non Durables 12,368 20,330 35,152 44,634 618 1,017 1,758 2,232
TABLE 6-2B (Continued)
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7 COL 8 COL 9
Transportation, Utilities and Communication: 
R.R. & Trucking 2,906 6,946 13,077 20,719 145 347 654 1,036
Airlines 7,786 12,319 22,625 32,177 389 616 1,131
7,246
1,609
Electric & Gas 39,493 83,053 144,919 138,461 1,975 4,153 6,923
Communications 262,216 541,524 883,786 1,255,078 13,111 27,076 44,189 62,754
Trade:
Wholesale Trade 1,465 2,592 5,192 6,225 73 130 260 311
Building Materials 2,646
15,260
4,644 9,450 11,250 132 232 472 563
General Msd. Stores 26,778 54,493 64,878 763 1,339 2,725 3,244
Food Stores 18,414 32,313 65,757 78,289 921 1,616 3,288 3,914
Automotive Dealers 8,466 14,856 30,233 35,995 423 743 1,512 1,800
354Apparel 1,666 2,923 5,948 7,082 83 146 297
Furniture 547 960 1,954 2,326 27 48 98 116
Eating & Drinking 2,861 5,021 10,217
24,104
12,165 143 251 511 608
Miscellaneous 6,750 11,845 28,697 337 592 1,205 1,435
Finance, Insurance and 
Banking
Real Estate 
21,386 37,528 76,369 90,024 1,069 1,876 3,818 4,546
Credit Agencies 18,457 32,389 65,909 78,473 923 1,619 3,295 3,924
Security Brokers 446 778 1,602 1,898 22 39 80 95
Insurance 8,919 15,561 32,037 37,956 446 778 1,602 1,898
Real Estate 6,079 10,606 21,836 25,870 304 530 1,092 1,294
Holding Companies 451 787 1,621 1,920 23 39 81 96
Services:
Hotels 1,071 1,868 3,845 4,556 54 93 192 228
Personal Services 688 1,200 2,471 2,927 34 60 124 146
Business Services 6,629 11,564 23,809 28,207 331 578 1,190 1,410
Auto Repair 4,877 8,509 17,518 20,754 244 425 878 1,038
Amusement 18,961 33,157 69,296 82,174 948 1,658 3,465 4,109
Other Industries 5,784 10,090 120,774 24,612 289 504 1,039 1,231
TOTAL 627,657 1,214,462 2 ,167,147 2,832,663 31.381 60,722 108,358 141,634
TABLE 6-2C
EMERGENCY EXCISE TAX 
-ASSUMING OPTION 2 
(OOO's)
COL 1 COL 2 COL 3 COL' 4 COL 5 COL 6 COL 7
DEP'N DEP'N DEP'N EMERGENCY EMERGENCY EMERGENCY
UNDER UNDER UNDER EXCISE EXCISE EXCISE
ACRS ACRS ACRS TAX TAX TAX
INDUSTRY 1982 1983 1984 1982 1983 1984
Agriculture 41,294 101,224 162,875 826 2,024 3,258
Mining:
Metal 3,218 8,504 14,060 64 170 281
Oil & Gas 12,358 32,665 53,994 247 653 1,080
Non Metal 30,511 80,627 133,303 610 1,613 2,666
Manufacturing:
Iron, Steel, etc. 6,679 18,133 28,430 134 363 569
Electric Machinery 32,011 80,852 131,504 640 - 1,617 2,630
Transp. Equipment 83,547 205,325 324,276 1,671 4,106 6,486
Fabricated Metals 5,301 13,846 22,734 106 277 455
Instruments 3,179 7,981 13,199 64 160 264
Stone, Clay & Glass 42,612 107,565 172,454 852 2,151 3,449
Machinery 27,353 71,219 120,616 547 1,424 2,412
Other Durables 4,291 11,191 18,018 86 224 360
Chemicals 21,685 54,950 89,121 434 1,099 1,782
Paper & Pulp 36,638 94,723 162,978 733 1,894 3,260
Rubber 3,753 10,129 16,692 75 203 334
Petroleum 42,725 109,830 186,704 855 2,197 3,734
Food & Beverages 52,686
1,477
132,602 214,371 1,054 2,652 4,287
Textiles 3,752 6,008 30 75 120
Other Non Durables 35,973 86,541 128,935 719 1,731 2,579
TABLE 6-2C (Continued)
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7
Transportation, Utilities and Communication: 
R.R. & Trucking 10,783 34,326 62,827 216 687 1,257
Airlines 30,936 78,540 121,701 619 1,571 2,434
Electric & Gas 221,176 592,807 920,761 4,424 11,856 18,415
Communicatons 610,969 1,611,473 2,666,307 12,219 32,229 53,326
Trade:
Wholesale Trade 4,456 11,433 18,813 89 229 376
Building Materials 8,522 21,862 35,976 170 437 720
General Msd. Stores 49,142 126,070 207,460 983 2,521
3,043
4,..149
Food Stores 59,300 152,129 250,341 1,186 5,007
Automotive Dealers 27,264 69,944 115,099 545 1,399 2,302
Apparel 5,364 13,762 22,646 107 275 453
Furniture 1,762 4,520 7,438 35 90 149
Eating & Drinking 9,214 23,638 38,899 184 473 778
Miscellaneous 21,737 55,764 91,765 435 1,115 1,835
Finance, Insurance and 
Banking
Real Estate: 
68,870 158,237 272,299 1,377 3,165 5,446
5,018Credit Agencies 59,438 152,484 250,925 1,189 3,050
Security Brokers 1,495 3,836 6,312 30 77 126
Insurance 29,893 76,689 126,198 598 1,534 2,524
Real Estate 20,375 52,270 86,015 407 1,045 1,720
Holding Companies 1,512 3,880 6,384 30 78 128
Services:
Hotels 3,588 9,205 15,147 72 184 303
Personal Services 2,305 5,914 9,733 46 118 195
Business Services 22,216 56,992 93,786 444 1,140 1,876
Auto Repair 16,346 41,934 69,005 327 839 1,380
Amusement 63,461 162,805 267,910 1,269 3,256 5,358
Other Industries 19,384 49,728 81,829 388 995 1,637
TOTAL 1,856,799 4,801,901 7,845,848 37,136 96,039 156,918
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TABLE 6-2D
NET GAIN(LOSS) IN STATE OF FLORIDA CORPORATE TAX REVEUNES DUE TO ACRS 
(EMERGENCY EXCISE TAX0 - EFFECT OF ACRS d)
(000 *s)
ASSUMING OPTION 2
INDUSTRY 1982 1983 1984 1985
Agriculture 209 944 1,284 (2,347)
Mining:
Metal 15 79 122 (229)
Oil & Gas 163 578 856 (392)
Non Metal 147 747 1,160 (2,176)
Manufacturing:
Iron, Steel, etc. (46) (50) (94) (915)
Electric Machinery (8) 436 626 (2,855)
Transp. Equipment 794 2,833 3,310 (3,553)
Fabricated Metals 60 209 254 (211)
Instruments 2 48 65 (290)
Stone, Clay & Glass 25 494 555 (3,811)
Machinery 11 414 594 (2,682)
Other Durables 13 88 120 (310)
, Chemicals 0 45 178 (2,228)
Paper & Pulp (107) 164 243 (4,206)
Rubber (3) 29 38 (377)
Petroleum 19 500 592 (4,377)
Food & Beverages 175 1,097 1,321 (3,658)
Textiles 5 30 45 (103)




R.R. & Trucking 71 340 603 (1,036)
Airlines 230 955 1,303 (1,609)
Electric & Gas 2,449 7,703 11,169 (6,923)
Communications (892) 5,153 9,137 (62,754)
Trade:
Wholesale Trade 16 99 116 (311)
Building Material 38 205 248 (563)
General Msd. Stores 220 1,182 1,424 (3,244)
Food Stores 265 1,427 1,719 (3,914)
Automotive Dealers 122 656 790 (1,800)
Apparel 24 129 156 (354)
Furniture 8 42 51 (116)
Eating & Drinking 41 222 267 (608)
Miscellaneous 98 523 630 (1,435)
TABLE 6-2D (Continued)
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INDUSTRY 1982 1983 1984 1985
Finance, Insurance 
and Real Estate:
Banking 308 1,289 1,628 (4,546)
Credit Agencies 266 1,431 1,723 (3,924)
Security Brokers 8 38 46 (95)
Insurance 152 756 922 (1,898)
Real Estate 103 515 628 (1,294)
Holding Companies 7 39 47 (96)
Services:
Hotels 18 91 111 (228)
Personal Services 12 58 71 (146)
Business Services 113 562 686 (1,410)
Auto Repair 83 414 ' 502 (1,038)
Amusement 321 1,598 1,893 (4,109)
Other Industries 99 491 598 (1,231)
TOTAL 5,755 35,317 48,558 (141,634)
cFrom TABLE 6-2C, Columns 5, 6 and 7.
dFrom TABLE 6-2C, Columns 6, 7, 8 and 9.
TABLE 6-3A
CHANGE IN DEPRECIATION DUE TO ACRS AND DEPRECIATION UNDER ACRS ON THE NATIONAL LEVEL
ASSUMING OPTION 3 
(OOO’s)
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7 COL 8
CHANGE CHANGE CHANGE CHANGE DEP'N DEP,N DEP’N
IN IN IN IN UNDER UNDER UNDER
DEP’N DEP’N DEP'N DEP’N ACRS ACRS ACRS
INDUSTRY 1982 1983 1984 1985 1982 1983 1984
Agriculture 1,031,512 1,656,626 2,781,209 3,155,641 3,230,623 7,509,815 11,852,179
Mining:
Metal 96,457 164,337 267,793 374,059 309,489 790,722 1,287,382
Oil & Gas 280,941 201,422 505,694 846,259 1,827,506 4,669,147 7,601,898
Non Metal 137,783 234,746 382,527 534,307 442,080 1,129,483 1,838,922
Manufac turing:
Iron, Steel, etc. 561,403 1,204,595
1,143,366
1,852,546 2,499,156 1,064,686 2,747,793 4,393,039
Electric Machinery 674,069 1,813,861 2,489,071 1,642,176 3,922,645 6,243,566
Transp. Equipment 668,500 873,586 2,019,776 2,129,910
403,675
2,978,586 7,091,247 11,045,511
Fabricated Metals 121,486 168,419 402,450 569,318 1,412,528 2,272,769
Instruments 172,524 287,544 475,734 655,402 429,543 1,010,838 1,633,878
Stone, Clay & Glass 203,442 376,400 617,988 787,794 513,938 1,230,263 1,931,546
Machinery 838,932 1,468,820 2,450,757 3,472,225 2,088,733 5,102,142 8,439,561
Other Durables 356,412 613,835 998,117 1,236,510 1,000,784 2,467,352 3,880,829
Chemicals 888,757 1,971,018 2,859,295 3,855,505 2,191,016 5,280,105 8,391,267
Paper & Pulp 464,817 896,697 1,497,243 2,034,099 1,016,475 2,527,300 4,276,833
Rubber 146,814 303,917 491,699 608,198 350,978 904,081 1,459,995
Petroleum 1,785,598 3,373,497 5,965,114 8,089,181 4,519,024
1,165,888
tl,195,363 18,734,026
Food & Beverages 412,145 676,887 1,174,053 1,394,872 2,756,045 4,354,401
Textiles 86,561 144,444 223,472 293,485 246,593 597,077 937,460
Other Non Durables 429,363 656,508 1,038,159 1,267,508 1,194,508 2,711,801 3,948,460
TABLE 6-3A (Continued)
COL 1 COL 2 COL 3 COL n COL 5 COL 6 COL 7 COL 8
Transportation, Utilities and Communication: 
R.R. & Trucking 174,711 370,672 649,105 1,000,988 624,127 1,916,758 3,451,797
Airlines 149,668 212,318 360,232 495,179 568,683 1,395,780 2,129,499
Electric & Gas 633,717 1,177,038
4,685,277
1,903,914 1,567,829 3,549,102 9,356,799 14,353,447
Communications 2,417,571 7,336,737 10,237,021 5,632,632 14,543,486 23,759,374
Trade:
Wholesale Trade 1,111,140 1,844,629 3,184,114 3,715,038 3,052,695 7,125,049 11,351,467
Building Materials 75,273 124,002
485,205
215,119 249,336 214,272 500,113 796,768
General Msd. Stores 294,536 841,737 975,615 838,421 1,956,882 3,117,663
Food Stores 281,216 463,266 803,671 931,496 800,503 1,868,388 2,976,673
Automotive Dealers 215,646 355,250 616,291 714,316 613,860 1,432,761 2,282,645
Apparel 50,078 82,495 143,119 165,879 142,555 332,722 530,086
Furniture 35,729 58,855 102,099 118,341 101,70,0 237,363 378,164
Eating & Drinking 199,437 328,547 569,959 660,617 567,716 1,325,056 2,111,050
Miscellaneous 211,724 348,791 605,073 701,313 602,691 1,406,693 2,241,109
Finance, Insurance and 
Banking
Real Estate:
624,849 1,029,358 1,785,716 2,069,742 1,778,681 4,151,476 6,614,041
Credit Agencies 168,307 277,264 480,986 557,512 479,098 1,118,221 1,781,521
Security Brokers 30,836 50,524 87,970 101,503 89,941 209,924 334,444
Insurance 205,622
120,926
336,921 586,617 676,827 599,752 1,399,831 2,230,180
Real Estate 198,142 344,989 398,035 352,709 823,230 1,311,552
Holding Companies 22,775 37,315 64,970 74,958 66,428 155,041 247,008
Services:
Hotels 62,226 101,964 177,523 204,823 181,499 423,624 674,903
Personal Services 71,345 116,902 203,543 234,843 208,097 485,707 773,817
Business Services 425,607 697,371 1,214,215 1,400,922 1,241,388
949,668
2,897,424 4,616,109
Auto Repair 325,592 533,493 928,883 1,071,717 2,216,543 3,531,350
Amusement 258,437 424,127 747,284 863,148 753,180 1,757,939 2,800,708
Other Industries 363,885 596,238 1,038,095 1,197,741 1,061,359 2,477,235 3,946,570
TOTAL 17,888,369 31,352,628 52,809,448 66,521,596 51,852,701 126,569,792 202,865,467
TABLE 6-3B
EFFECT OF ACRS OF STATE OF FLORIDA CORPORATE TAX REVENUES
ASSUMING OPTION 3 
(000’s)
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7 COL 8 COL 9
CHANGE CHANGE CHANGE CHANGE EFFECT EFFECT EFFECT EFFECT
IN IN IN IN OF OF OF OF
DEP’N DEP’N DEP'N DEP’N ACRS ACRS ACRS ACRS
INDUSTRY 1982 1983 1984 1985 1982 1983 1984 1985
Agriculture 15,318 24,601 41,300 46,861 766 1,230 2,065 2,343
Mining:
' Metal 1,065 1,815 2,957 4,131 53 91 148 207
Oil & Gas 2,018 1,447 3,632 6,077 101 72 182 304
Non Metal 10,099 17,206 28,037 39,162 505 860 1,402 1,958
Manufacturing:
Iron, Steel, etc. 4,038 8,664 13,325 17,976 202 433 666 899
Electric Machinery 15,410 26,138 41,467 56,903 770 - 1,307 2,073 2,845
Transp. Equipment 19,983 26,114 60,376 63,669 999 1,306 3,019 3,183
Fabricated Metals 1,320 1,831 4,374 4,388 66 92 219 219
Instruments 1,564 2,607 4,313 6,033 78 130 216 302
Stone, Clay & Glass 19,605 36,272 59,554 75,917 980 1,814 2,978 3,796
Machinery 13,460
1,809
23,565 39,319 55,707 673 1,778 1,966 2,785
Other Durables 3,116 5,067 6,277 90 156 253 314
Chemicals 10,043 22,272 32,309 43,566 502 1,114 1,615 2,178
Paper & Pulp 18,185 35,082 58,578 79,581 909 1,754 2,929 3,979
Rubber 1,776 3,676 5,947 7,355 89 184 297 368
Petroleum 18,231 34,443 60,903 82,589 912 1,722 3,045 4,129
Food & Beverages 22,693 37,269 64,643 76,801 1,135 1,863 3,232 3,840
Textiles 588 980 1,517 1,992 29 49 76 100
Other Non Durables 15,311 23,411 37,020 45,199 766 1,171 1,851 2,260
TABLE 6-3B (Continued)
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7 COL 8 COL 9
Transportation, Utilities and Communication: 
R.R. & Trucking 3,210 6,811 11,926 18,392 161 341 596 920
Airlines 8,659 12,283 20,841 28,648 433 614 1,042 1,432
Electric & Gas 39,493 73,352 118,650 97,706 1,975 3,668 5,933 4,885
Communications 262,701 509,116 797,232 1,112,385 13,135 25,456 39,862 55,619
Trade:
Wholesale Trade 2,332 3,872 6,683 7,798 117 194 334 390
Building Materials 4,304 7,091 12,302 14,258 215 355 615 713
General Msd. Stores 24,822 40,891 70,939 82,221 1,241 2,045
2,467
3,547 4,111
Food Stores 29,953 49,344 85,601 99,217 1,498 4,280 ' 4,961
Automotive Dealers 13,771 22,686 39,357 45,617 689 1,134 1,968 2,281
Apparel 2,710 4,463 7,744 8,975 135 223 387 449
Furniture 890 1,466 2,543 2,948 45 73 127 147
Eating & Drinking 4,654 7,667 13,301 15,417 233 383 665 771
Miscellaneous 10,979 18,087 31,378 36,368 549 904 1,569 1,818
Finance, Insurance and 
Banking
Real Estate 
34,787 57,307 99,416 115,229 1,739 2,865 4,971 5,761
Credit Agencies 30,023 49,459 85,800 99,451 1,501 2,473 4,290 4,973
Security Brokers 737 1,208 2,103 2,426 37 60 105 121
Insurance 14,736 24,146 42,040 48,505 737 1,207 2,102 2,425
Real Estate 10,044 16,458 28,655 33,061
2,454
502 823 1,433 1,653
Holding Companies 746 1,221 2,127 37 61 106 123
Services:
Hotels 1,769 2,898 5,046 5,822 88 145 252 291
Personal Services 1,136 1,862 3,242 3,741 57 93 162 187
Business Services 10,951 17,944 31,243 36,048 548 897 1,562 1,802
Auto Repair 8,058 13,203 22,988 26,523 403 660 1-149 1,326
Amusement 31,309 51,383 90,533 104,570 1,565 2,569 4,527
1,363
5,228
Other Industries 9,556 15,657 27,260 31,452 478 783 1,573
TOTAL 754,846 1,340,384 2,223,588 2,799,416 37,743 67,019 111,179 139,969
TABLE 6-3C
EMERGENCY EXCISE TAX 
ASSUMING OPTION 3 
(OOO's)
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7
DEP'N DEP'N DEP'N EMERGENCY EMERGENCY EMERGENCY
UNDER UNDER UNDER EXCISE EXCISE EXCISE
ACRS ACRS ACRS TAX TAX TAX
INDUSTRY 1982 19.83 1984 1982 1983 1984
Agriculture 47,974 111,519 176,002 959 2,230 3,520
Mining:
Metal 3,418 8,732 14,216 68 175 284
Oil & Gas 13,124 33,532 54,594 262 671 1,092
Non Metal 32,402 82,785 134,783 648 1,656 2,696
Manufacturing
Iron, Steel, etc. 7,658 19,764 31,598 153 395 632
Electric Machinery 37,542 89,676 142,734 751 1,794 2,855
Transp. Machinery 89,038 211,976 330,179 1,781 4,240 6,604
Fabricated Metals 6,188 15,353 24,703 124 307 494
Instruments 3,895 9,165 14,814 78 183 296
Stone, Clay & Glass 49,527 118,557 186,137 991 2,371 3,723
Machinery 33,511 81,857 135,402 670 1,637 2,708
Other Durables 5,081 12,526 19,702 102 251 394
Chemicals 24,758 59,663 94,818 495 1,193 1,896
Paper & Pulp 39,768 98,877 167,326 795 1,978 3,347
Rubber 4,245 10,934 17,657 85 219 353
Petroleum 46,138 114,302 191,271 923 2,286 3,825
Food 4 Beverages 64,194 151,747 239,752 1,284 3,035 4,795
Textiles 1,674 4,052 6,363 33 81 127
Other Non Durables 42,596 96,702 140,801 852 1,934 2,816
COL, 1 COL 2
TABLE 6-3C (Continued) _______ . _________
COL 3__________ COL 4_________ COL 5________ COL 6 COL 7
Transportation, Utilities and Communication:
R.R. & Trucking 11,468 35,218 63,422 229 704 1,268
Airlines 32,900 80,751 123,199 658 1,615 2,464
Electric & Gas 221,176 583,106 894,492 4,424 11,662 17,890
Communications 612,059 1,580,339 2,581,763 12,241 31,607 51,635
Trade:
Wholesale Trade 6,408 14,955 23,827 128 299 477
Building Materials 12,253 28,599 45,563 245 572 911
General Msd. Stores 70,659 164,919 262,745 1,413 3,298 5,255
Food Stores 85,264 199,008 317,055 1,705 3,980 6,341
Automotive Dealers 39,201 91,497 145,771 784 1,830 2,915
Apparel 7,713 18,002 28,681 154 360 574
Furniture 2,533 5,913 9,421 51 118 188
Eating & Drinking 13,249 30,922 49,265 265 618 985
Miscellaneous 31,254 72,948 116,219 625 1,459 2,324
Finance, Insurance and Services:
Banking 99,025 231,125 368,224 1,980 4,623 7,364
Credit Agencies 85,463 199,471 317,793 1,709 3,989 6,356
Security Brokers 2,150 5,018 7,994 43 100 160
Insurance 42,982 100,320 159,828 860 2,006 3,197
Real Estate 29,296 68,377 108,937 586 1,368 2,179
Holding Companies 2,174 5,075 8,085 43 102 162
Services:
Hotels 5,159 12,041 19,184 103 241 384
Personal Services 3,315 7,737 12,326 66 155 247
Business Services 31,943 74,555 118,779 639 1,491 2,376
Auto Repair 23,503 54,855 87,395 470 1,097 1,748
Amusement 91,247 212,973 339,304 1,825 4,259 6,786
Other Industries 27,871 65,051 103,6.36 557 1,301 _ 2,073
TOTAL . 2,142,996 5,27!L,49^ , 8,435,760 42,857 105„490 168,716
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TABLE 6-3D
NET GAIN(LOSS) IN STATE OF FLORIDA CORPORATE TAX REVENUES DUE TO ACRS 
(EMERGENCY EXCISE TAXe - EFFECT OF ACRSf)
(000'S)
ASSUMING OPTION 3
INDUSTRY 1982 1983 1984 1985
Agriculture 193 1,000 1,455 (2,434)
Mining: 
Metal 15 84 136 (207)
Oil & Gas 161 599 910 (304)
Non Metal 143 796 1,294 (1,958)
Manufacturing:
Iron, Steel, etc. (49) (38) (34) (899)
Electric Machinery (19) . 487 782 (2,845)
Transp. Equipment 782 2,934 3,585 (3,183)
Fabricated Metals 58 215 275 (219)
Instruments 0 53 80 (302)
Stone, Clay & Glass 11 557 745 (3,796)
Machinery (3) 459 742 (2,785)
Other Durables 12 95 141 (314)
Chemicals (7) 79 281 (2,178)
Paper & Pulp (114) 224 418 (3,979)
Rubber (4) 35 56 (368)
Petroleum 11 564 780 (4,129)
Food & Beverages 149 1,172 1,563 (3,840)
Textiles 4 32 51 (100)




R.R. & Trucking 68 363 672 (920)
Airlines 225 1,001 1,422 (1,432)
Electric & Gas 2,449 7,994 11,957 (4,885)
Communi ca tions (894) 6,151 11,773 (55,619)
Trade:
Wholesale 11 105 143 (390)
Building Materials 30 217 296 (713)
General Msd. Stores 172 1,253 1,708 (4,111)
Food Stores 207 1,513 2,061 (4,961)
Automotive Dealers 95 696 947 (2,281)
Apparel 19 137 187 (449)
Furniture 6 45 61 (147)
Eating & Drinking 32 235 320 (771)






3anking 241 1,758 2,393 (5,761)
Credit Agencies 208 1,516 2,066 (4,973)
Security Brokers 6 40 55 (121)
Insurance 123 799 1,095 (2,425)
Real Estate 84 545 746 (1,653)
Holding Companies 6 41 56 (123)
Services:
Hotels 15 96 132 (291)
Personal Services 9 62 85 (187)
Business Services 91 594 814 (1,802)
Auto Repair 67 437 599 (1,326)
Amusement 260 1,690 2,259 (5,228)
Other Industries ______ 79____________ 518___________ 710________(1,573)
TOTAL__________________ 5,114________ 38,471________ 57,537 (139,969)
eFrom TABLE 6-3C, Columns 5, 6 and 7.
*Vrom TABLE 6-3B, Columns 6, 7, 8 and 9.
TABLE 6-4A
CHANGE IN DEPRECIATION DUE TO ACRS AND DEPRECIATION UNDER ACRS ON THE NATIONAL LEVEL
ASSUMING OPTION 4
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7 COL 8
CHANGE CHANGE CHANGE CHANGE DEP'N DEP'N DEP'N
IN IN IN IN UNDER UNDER UNDER
DEP'N DEP'N DEP'N DEP'N ACRS ACRS ACRS
INDUSTRY 1982 1983 1984 1985 1982 1983 1984
Agriculture 831,593 1,338,391 2,356,564 2,676,130 2,780,778 6,700,015 10,665,457
Mining:
Metal 88,428 149,972 248,562 349,730 291,423 754,635 1,234,080
Oil & Gas 233,532 116,599 392,131 702,607 1,720,829 4,457,358 7,287,149
Non Metal 126,314 214,227 355,056 499,557 416,274 1,077,936 1,762,783
Manufac turing:
Iron, Steel, etc. 500,910 1,091,533 1,706,255 2,334,861 928,569 2,465,028 3,816,339
Electric Machinery 566,555 962,952 1,572,617 2,204,196 1,400,258 3,466,287 5,572,049
10,576,341Transp. Equipment 586,873 743,879 1,853,159 1,932,926 2,794,913 6,761,157
Fabricated Metals 85,227 105,497 319,046 305,188 487,730 1,253,944
863,356
2,040,721
Instruments ' 137,447 229,310 395,207 563,926 350,614 1,410,987
Stone, Clay & Glass 171,554 323,201 548,790 708,490 442,186 1,095,608 1,737,819
Machinery 668,361 1,169,785 2,028,733 2,935,306 1,704,925 4,349,303 7,279,777
Other Durables 287,241 492,718 842,618 1,057,315 845,140 2,162,393 3,445,774
Chemicals 767,906 1,767,038 2,588,445 3,540,468 1,919,084 4,764,463 7,636,608
Paper & Pulp 429,254 834,922 1,407,181 1,928,622 936,454 2,371,624 4,030,629
Rubber 128,761 270,672 448,030 558,920 310,356 820,810 1,338,739
Petroleum 1,637,025 3,118,630 5,600,430 7,643,999 4,184,714 10,552,222 17,732,996
Food & Beverages 319,262 523,218 970,876 1,155,248 956,889 2,366,724 3,787,079
Textiles 73,672 122,683 195,319 261,112 217,592 542,072 858,625
Other Non Durables 346,830 528,641 888,942 1,102,134 1,008,796 2,385,387 3,518,893
TABLE 6-4A (Continued)
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7 COL 8
Transporation, Utilities and Conmunication:
R.R. & Trucking 158,153 332,126 592,973 928,959 586,870 1,822,261 3,300,627
Airlines 134,581 186,920 329,322 460,295 534,736 1,331,558 2,041,850
Electric & Gas 633,717 1,177,038 1,903,914 1,567,829 3,549,102 9,356,799 14,353,447
Communications 2,413,115 4,677,571 7,326,277 10,224,508 5,622,606 14,524,059 23,730,400
Trade:
Wholesale Trade 698,013 1,144,748 2,239,873 2,579,431 2,123,100 5,356,531 8,729,184
Building Materials 46,275 74,877 148,841 169,625 149,023 375,980 612,708
General Msd. Stores 181,071 292,984 582,403 663,722 583,109 1,471,161 2,3-97,457
Food Stores 172,882 279,737 556,064 633,706 556,737 1,404,633 2,289,037
Automotive Dealers 132,571 214,513 426,415 485,960 426,930 1,077,134 1,755,335
Apparel 30,786 49,813 99,027 112,849 99,145 250,137 407,633
Furniture 21,966 35,540 70,644 80,510 70,731 178,447 290,806
Eating & Drinking 122,607 198,389 394,357 449,426 394,838 996,162 1,623,380
Miscellaneous 130,161 210,614 418,652 477,111 419,162 1,057,536 1,723,394
Finance, Insurance and Real Estate:
Banking 384,137 621,567 1,235,545 1,408,071 1,237,044 2,789,739 4,754,849
Credit Agencies 103,469 167,423 332,795 379,280 333,205 840,666 1,369,975
Security Brokers 18,665 29,903 60,151 68,045 62,553 157,818 257,185
Insurance 124,457 199,419 401,106 453,721 417,118 1,052,377 1,714,989
Real Estate 73,193 117,278 235,892 266,827 245,303 618,895 1,008,573
Holding Companies 13,785 22,085 44,423 50,247 46,200 116,558 189,947
Services:
Hotels 37,664 60,352 121,383 137,305 126,230 318,476 518,995
Personal Services 43,183 69,192 139,176 157,431 144,728 365,149 595,060
Business Services 257,607 412,762 830,236 939,123 863,365 2,178,251 3,549,750
Auto Repair 197,072 315,766 635,137 718,439 660,479 1,666,372 2,715,579
Amusement 156,507 251,448 514,314 582,963 523,824 1,321,559 2,153,721
Other Industries 220,249 352,904 709,816 802,923 738,158 1,862,358 3,034,888
TOTAL 14,492,631 25,598,837 45,066,697 57,259,041 44,211,820 --3 O O VO UO OO 180,851,614
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TABLE 6-4B
EFFECT OF ACRS ON STATE OF FLORIDA CORPORATE TAX REVENUES 
ASSUMING OPTION 4 
(000's)
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7 COL 8 COL 9
CHANGE CHANGE CHANGE CHANGE EFFECT EFFECT EFFECT EFFECT
IN IN IN IN OF OF OF OF
DEP'N DEP'N DEP'N DEP'N ACRS ACRS ACRS ACRS
INDUSTRY 1982 1983 1984 1985 1982 1983 1984 1985
Agriculture 12,349 19,875 34,995 39,740 617 994 1,750 1,987
Mining:
Metal 977 1,656 2,745 3,862 49 83 137 193
Oil & Gas 1,677 837 2,816 5,046
36,615
84 42 141 252
Non Metal 9,258 15,702 26,024 463 785 1,301 1,831
Manufac turing:
Iron, Steel, etc. 3,603 7,851 12,273 16,794 180 393 614 840
Electric Machinery 12,952 22,014 35,952 50,390 - 648 1,101 1,798 2,520
Transp. Equipment 17,543 22,236 55,396 57,780 877 1,112 2,770 2,889
Fabricated Metals 926 1,147 3,468 3,317 46 57 173 166
Instruments 1,246 2,079
31,146
3,583 5,113 62 104 179 256
Stone, Clay & Glass 16,532 52,885 68,275 827 1,557 2,644 3,414
Machinery 10,723 18,768 32,548 47,093 536 938 1,627 2,355
Other Durables 1,458 2,501 4,278 5,368 73 125 214 268
Chemicals 8,677 19,967 29,248 40,006 434 998 1,462 2,000
Paper & Pulp 16,794 32,665 55,054 75,455 840 1,633 2,753 3,773
Rubber 1,557 3,273 5,418 6,759 78 164 271 338
Petroleum 16,714 31,841 57,179 78,044 836 1,592 2,859 3,902
Food & Beverages 17,579 28,808 53,456 63,608 879 1,440 2,673 3,180
Textiles 500 833 1,326 1,772 25 42 66 89
Other Non Durables 12,368 18,851 31,699 39,302 618 943 1,585 1,965
TABLE 6-4B (Continued)
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7 COL 8 COL 9
Transportation, Utilities and Communication: 
R.R. & Trucking 2,906 6,102 10,895 17,068 145 305 545 853
Airlines 7,786 10,814 19,052 26,630 389 541 953 1,331
Electric & Gas 39,493 73,352 118,650 97,706 1,975 3,668 5,933 4,885
Communications 262,216 508,279 796,095 1,111,025 13,111 25,414 39,805 55,551
Trade:
Wholesale Trade 1,465 2,403 4,701 5,414 73 120 235 271
Building Materials 2,646 4,282 8,511 9,700 132 214 426 485
General Msd. Stores 15,260 24,692 49,083 55,936 763 1,235 2,454 2,797
Food Stores 18,414 29,796 59,228 67,498 921 1,490 2,961 3,375
Automotive Dealers 8,466 13,699 27,231 31,034 423 685 1,362 1,552
Apparel 1,666 2,695 5,358 6,106 83 135 268 305
Furniture 547 885 1,760 2,006 27 44 88 100
Eating & Drinking 2,861 4,630 9,203 10,488 143 231 460 524
Miscellaneous 6,750 10,922 21,710 24,742 337 546 1,086 1,237
Finance, Insurance and 
Banking
Real Estate 
21,386 34,604 68,786 78,392 1,069 1,730 3,439 3,920
Credit Agencies 18,457 29,865 59,365 67,657 923 1,493 2,968 3,383
Security Brokers 446 715 1,438 1,626 22 36 72 81
Insurance 8,919 14,292 28,746 32,516 446 715 1,437 1,626
Real Estate 6,079 9,741 19,593 22,162 304 487 980 1,108
Holding Companies 451 723 1,454 1,645 23 36 73 82
Services:
Hotels 1,071 1,715 3,450 3,903 54 86 173 195
Personal Services 688 1,102 2,217 2,508 34 55 111 125
Business Services 6,629 10,621 21,363 24,165 331 531 1,068 1,208
Auto Repair 4,877 7,815 15,718 17,780 244 391 786 889
Amusement 18,961 30,463 62,309 70,626 948 1,523 3,115 3,531
Other Industries 5,784 9,267 18,640 21,085 289 463 932 1,054
TOTAL 627,657 1,125,524 1,934,899 2,453,757 31,381 56,277 96,747 122,686
TABLE 6-4C
EMERGENCY EXCISE TAX 










































































































































































COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7
Transportation, Utilities and Communication: 
R.R. & Trucking 10,783 33,482 60,645 216 670 1,213
Airlines 30,936 77,036 118,129 619 1,541 2,363
Electric & Gas 221,176 583,106 894,492 4,424 11,662 17,890
Communications 610,969 1,578,228 2,578,616 12,219 31,565 51,572
Trade:
Wholesale Trade 4,456 11,243 18,323 89 225 366
Building Materials 8,522 21,500 35,038 170 430 701
General Msd. Stores 49,142 123,984 202,049 983 2,480 4,041
Food Stores 59,300 149,612 243,812 1,186 2,992 4,876
Automotive Dealers 27,264 68,786 112,097 545 1,376 2,242
Apparel 5,364 13,534 22,055 107 271 441
Furniture 1,762 4,445 7,244 35 89 145
Eating & Drinking 9,214 23,247 37,884 184 465 758
Miscellaneous 21,737 54,841 89,371 435 1,097 1,787
Finance, Insurance afid 
Banking
Real Estate: 
68,870 155,313 264,717 1,377 3,106 5,294
Credit Agencies 59,438 149,960 244,380 1,189 2,999 4,888
Security Brokers 1,495 3,772 6,147 30 75 123
Insurance 29,893 75,420 122,906 598 1,508 2,458
Real Estate 20,375 51,405 83,771 407 1,028 1,675
Holding Companies 1,512 3,815 6,218 30 76 124
Services:
Hotels 3,588 9,053 14,752 72 181 295
Personal Services 2,305 5,816 9,479 46 116 190
Business Services 22,216
16,346
56,049 91,340 444 1,121 1,827
Auto Repair 41,240 67,206 327 825 1,344
Amusement 63,461 160,106 260,922 1,269 3,202 5,218
Other Industries 19,384 48,905 79,695 388 978 1,594
TOTAL 1,856,799 4,712,958 7,613,600 37,136 94,263 152,274
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TABLE 6-4D
NET GAIN(LOSS) IN STATE OF FLORIDA CORPORATE TAX REVENUES DUE TO ACRS 
(EMERGENCY EXCISE TAX® - EFFECT OF ACRS*1)
(000's)
ASSUMING OPTION 4
INDUSTRY 1982 1983 1984 1985
Agriculture 209 996 1,418 (1,987)
Mining:
Metal 15 84 136 (193)
Oil & Gas 163 598 906 (252)
Non Metal 147 795 1,283 (1,831)
Manufac turi ng:
Iron, Steel, etc. (46) (38) (65) (840)
Electric Machinery (8) 484 750 (2,520)
Transp. Equipment 794 2,930 3,553 (2,889)
Fabricated Metals 60 216 271 (166)
Instruments 2 53 77 (256)
Stone, Clay & Glass 25 555 705 (3,414)
Machinery 11 458 709 (2,355)
Other Durables 13 95 136 (268)
Chemicals 0 79 264 (2,000)
Paper & Pulp (107) 223 401 (3,773)
Rubber (3) 35 53 (338)
Petroleum 19 563 762 (3,902)
Food & Beverages 175 1,166 1,497 (3,180)
Textiles 5 32 51 (89)




R.R. & Trucking 71 365 668 (853)
Airlines 230 1,000 1,410 (1,331)
Electric & Gas 2,449 7,994 11,957 (4,885)
Communications (892) 6,151 11,767 (55,551)
Trade:
Wholesale 16 105 131 (271)
Building Materials 38 216 275 (485)
General Msd. Store 220 1,245 1,587 (2,797)
Food Stores 265 1,502 1,915 (3,375)
Automotive Dealers 122 691 880 (1,552)
Apparel 24 136 173 (305)
Furniture 8 45 57 (100)
Eating & Drinking 41 234 298 (524)






3anking 308 1,376 1,855 (3,920)
Credit Agencies 266 1,506 1,920 (3,383)
Security Brokers 8 39 51 (81)
Insurance 152 793 1,021 (1,626)
Real Estate 103 541 695 (1,108)
Holding Companies 7 40 51 (82)
Services:
Hotels 18 95 122 (195)
Personal Services 12 61 79 (125)
Business Services 113 590 759 (1,208)
Auto Repair 83 434 558 (889)
Amusement 321 1,679 2,103 (3,531)
Other Industries ______ 99____________ 515___________ 662________(1,054)
TOTAL 5.755________ 37.986 55.527 (122.686)
^From TABLE 6-4C, Columns 5, 6 and 7.
^From TABLE 6-4B, Columns 6, 7, 8 and 9.
TABLE 6-5A
CHANGE IN DEPRECIATION DUE TO ACRS AND DEPRECIATION UNDER ACRS ON THE NATIONAL LEVEL
MAJOR INDUSTRY LEVEL 
(000's)
ASSUMING OPTION 1
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7 COL 8
CHANGE CHANGE CHANGE CHANGE DEP'N DEP'N DEP'N
IN IN IN IN UNDER UNDER UNDER
DEP'N DEP'N DEP'N DEP'N ACRS ACRS ACRS
INDUSTRY 1982 1983. 1984 1985 1982 1983 1984
AGRICULTURE 1,031,512 1,773,121 3,083,918 3,640,182 3,230,623 7,626,310 12,154,888
MINING 515,181 729,426 1,482,344 2,303,809 2,579,075 6,718,273 11,054,529
MANUFACTURING 7,810,823 15,046,353 26,168,040 34,972,984 20,972,246 51,843,400 84,230,917
TRANSPORTATION, ETC. 3,375,667 6,978,851 11,658,997 15,575,264 10,374,544 27,746,369 45,103,126
TRADE 2,474,779 4,295,760 7,612,185 9,109,523 6,934,413 16,389,747 26,316,628
FINANCE, ETC. 1,173,315 2,028,919 3,609,048 - 4,304,643 3,366,609 7,957,118 12,776,546
SERVICES 1,143,207 1,972,276 3,526,741 4,197,368 3,333,832 7,879,656 12,652,180
OTHER INDUSTRIES 363,885 627,570 1,119,366 1,332,056 1,061,359 2,508,567 4,027,841
TOTAL 17,888,369 33,452,276 58,260,639 75,435,829 51,852,701 128,669,440 208,316,655
ASSUMING OPTION 2
COL 1 goL 2 COL 3 COL 4 COL 5 COL 6 COL 7 COL 8
AGRICULTURE 831,593 1,454,886 2,659,273 3,160,671 2,780,778 6,816,510 10,968,166
MINING 448,274 609,719 1,322,076 2,101,078 2,428,526 6,418,550 10,610,339
MANUFACTURING 6,706,878 13,171,499 23,653,424 31,979,104 18,488,220 47,107,198 77,071,155
TRANSPORTATION, ETC. 3,339,566 6,907,201 11,561,495 15,455,838 10,293,314 27,568,223 44,835,333
TRADE 1,536,332 2,705,935 5,467,279 6,529,912 4,822,775 12,372,441 20,359,937
FINANCE, ETC. 717,706 1,257,070 2,567,712 3,052,257 2,341,423 5,675,448 9,553,318
SERVICES 692,033 1,207,939 2,495,539 2,957,176 2,318,626 5,948,266 9,788,398
OTHER INDUSTRIES 220,249 384,236, 791,087 937,238 738,158 1,893,690 3,116,159
TOTAL 14,492,631 27^698,485 50,517,865 66,173,274 44,211,620 113v800,326 186,302,804
TABLE 6-5A (Continued)
ASSUMING OPTION 3
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7 COL 8
AGRICULTURE 1,031,512 1,656,626 2,781,209 3,155,641 3,230,623 7,509,815 11,852,179
MINING 515,181 600,505 1,156,014 1,754,625 2,579,075 6,589,352 10,782,202
MANUFACTURING 7,810,823 14,159,533 23,880,264 31,226,591 10,972,246 50,956,580 81,943,141
TRANSPORTATION, ETC. 3,375,667 6,445,305 10,249,988 13,301,017 10,374,544 27,212,823 43,694,117
TRADE 2 , W , 7 7 9 4,091,040 7,081,182 8,231,951 6,934,413 16,185,027 25,785,625
FINANCE, ETC. 1,173,315 1,929,524 3,351,248 3,878,577 3,366,609 7,857,723 12,518,746
SERVICES 1,143,207 1,873,857 3,271,448 3,775,453 3,333,832 7,781,237 12,396,887
OTHER INDUSTRIES 363,885 596,238 1,038,095 1,197,741 1,061,359 2,477,235 3,946,570
TOTAL 17,888,369 31,352,628 52,809,448 66,521,596 51,852,701 126,569,792 202,865,467
ASSUMING OPTION 4

































































TOTAL 14,492,631 25,598,837 45,066,697 57,259,041 44,211,820 111,700,938 180,851,614
TABLE 6-5B
EFFECT OF ACRS ON STATE OF FLORIDA CORPORATE TAX REVENUES 
MAJOR INDUSTRY LEVEL 
(000's)
ASSUMING OPTION 1
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7 COL 8 COL 9
CHANGE CHANGE CHANGE CHANGE EFFECT EFFECT EFFECT EFFECT
IN IN IN IN OF OF OF OF
DEP'N DEP'N DEP'N DEP'N ACRS ACRS ACRS ACRS
INDUSTRY 1982 1983 1984 1985 1982 1983 1984 1985
AGRICULTURE 15,318 26,330 45,796 54,056 766 1,317 2,290 2,703
MINING 5,579 7,900 16,054 24,950 279 395 803 1,248
MANUFACTURING 159,672 307,584 534,937 714,932 7,984 15,379 26,747 35,747
TRANSPORTATION, ETC. 205,907 425,692 711,170 950,052 10,295 21,285 35,558 47,503
TRADE 66,148 114,820 203,464 243,486 3,307 5,741 10,173 12,174
FINANCE, ETC. 77,957 134,805 239,792 286,009 ' 3,898 6,740 11,990 14,300
SERVICES 33,563 57,904 103,542 123,231 1,678 2,895 5,177 6,162
OTHER INDUSTRIES 9,556 15,480 29,394 34,979 478 824 1,470 1,749
TOTAL 573,700 1,091,515 1,884,149 2,431,695 28,685 54,576 94,208 121,586
ASSUMING OPTION 2
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7 COL 8 COL 9
AGRICULTURE 12,349 21,605 39,490 46,935 617 1,080 1,974 2,347
MINING 4,855 6,603 14,318 22,755 243 330 716 1,138
MANUFACTURING 137,105 269,257 483,533 653,730 6,855 13,463 24,177 32,686
TRANSPORTATION, ETC. 203,705 421,322 705,222 942,767 10,185 21,066 35,261 47,138
TRADE 41,064 72,326 146,133 174,536 2,053 3,616 7,307 8,727
FINANCE, ETC. 47,686 83,522 170,604 202,798 2,384 4,176 8,530 10,140
SERVICES 20,317 35,464 73,267 86,820 1,016 1,773 3,663 4,341
OTHER INDUSTRIES 5,784 10,090 20,774 24,612 289 504 1,039 1,231
TOTAL 472,865 920,189 1,653,341 2,154,953 23,642 46,008 82,667 107,748
TABLE 6-5B (Continued)
ASSUMING OPTION 3
COL 1 COL 2 COL 3 COL 4 COL 5 COL, 6 COL 7 COL 8 COL 9
AGRICULTURE 15,318 24,601 41,300 46,861 766 1,230 2,065 2,343
MINING 5,579 6,504 12,520 19,003 279 325 626 950
MANUFACTURING 159,672 289,455 488,170 638,346 7,984 14,473 24,408 31,917
TRANSPORTATION, ETC. 205,907 393,147 625,224 811,329 10,295 19,657 31,261 40,566
TRADE 66,148 109,348 189,271 220,029 3,307. 5,467 9,464 11,001
FINANCE, ETC. 77,957 128,201 222,664 257,700 3,898 6,410 11,133 12,885
SERVICES 33,563 55,015 96,046 110,844 1,678 2,751 4,802 5,542
OTHER INDUSTRIES .9,556 15,657 27,260 31T 452 478 783 1,363 1,573
TOTAL 573,700 1,021,928 1,702,, 455 2,135,564 28,685 51,096 85,122 106,777
ASSUMING OPTION 4
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7 COL 8 COL 9
AGRICULTURE '12,349 19,875 34,995 39,740 617 994 1,750 1,987
MINING 4,855 5,207 10,784 16,807 243 260 539 840
MANUFACTURING 137,105 251,128 436,765 577,144 6,855 12,556 21,838 28,857
TRANSPORTATION, ETC. 203,705 388,777 619,276 804,044 10,185 19,439 30,964 40,202
TRADE 41,064 66,854 131,940 151,080 2,053 3,343 6,597 7,554
FINANCE, ETC. 47,686 76,918 153,475 174,489 2,384 3J 846 7,674 8,724
SERVICES 20,317 32,574 65,771 74,433 1,016 1 i 629 3,289 3,722
OTHER INDUSTRIES 5,784. 9,267 18,640 21,085 289 463 932 1,054
TOTAL 472,8^5 850,600 1,471,646 X,858,822 23,642 42j530 73,583 92,940
TABLE 6-5C
EMERGENCY EXCISE TAX 
MAJOR INDUSTRY LEVEL 
(OOO's)
ASSUMING OPTION 1
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7
DEP'N DEP'N DEP'N EMERGENCY EMERGENCY EMERGENCY
UNDER UNDER UNDER EXCISE EXCISE EXCISE
ACRS ACRS ACRS TAX TAX TAX
INDUSTRY 1982 1983 1984 1982 1983 1984
AGRICULTURE 47,974 113,249 180,498 959 2,265 3,610
MINING 27,932 72,760 119,722 559 1,455 2,394
MANUFACTURING 428,723 1,059,803 1,721,882 8,574 21,196 34,438
TRANSPORTATION, ETC. 632,821 1,692,459 2,751,177 12,656 33,849 55,024
TRADE 185,348 438,077 703,409 3,707 8,762 14,068
FINANCE, ETC. 223,684 528,687 848,899 4,474 10,574 16,978
SERVICES 97,878 231,339 371,455 1,958 • 4,627 7,429
OTHER INDUSTRIES 27,871 65,874 105,770 557 1,317 2,115
TOTAL 1,672,231 4,202,248 6,802,812 33,444 84,045 136,056
ASSUMING OPTION 2
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7
AGRICULTURE 41,294 101,224 162,875 826 2,024 3,258
MINING 26,301 69,514 114,911 526 1,390 2,298
MANUFACTURING 377,943 962,984 1,575,519 7,559 19,260 31,510
TRANSPORTATION, ETC. 627,866 1,681,591 2,734,842 12,557 33,632 54,697
TRADE 128,907 330,699 544,195 2,578 6,614 10,884
FINANCE, ETC. 155,569 377,088 634,742 3,111 7,542 12,695
SERVICES 68,073 174,635 287,378 1,361 3,493 5,748
OTHER INDUSTRIES 19,384 49,728 81,829 388 995 1,637
TOTAL 1,445,337 3,747,463 6,136,291 28,906 74,950 122,727
TABLE 6-5C (Continued)
ASSUMING OPTION 3
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7
AGRICULTURE 47,974 111,519 176,002 959 2,230 3,520
MINING 27,932 71,363 116,188 559 1,427 2,324
MANUFACTURING 428,723 1,041,675 1,675,114 8,574 20,833 33,502
TRANSPORTATION, ETC. 632,821 1,659,913 2,665,231 12,656 33,198 53,305
TRADE 185,348 432,605 689,216 3,707 8,652 13,784
FINANCE, ETC. 223,684 522,083 831,771 4,474 10,442 16,635
SERVICES 97,878 228,449 363,960 1,958 4,569 7,279
OTHER INDUSTRIES 27,87.1 65,051 103,636 557 1,301 2,073
TOTAL 1,672,231 4,132,658 6,621,118 33,444 82,652 132,422
ASSUMING OPTION 4
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7
AGRICULTURE 41,294 99,494 158,380 826 1,990 3,168
MINING 26,301 68,121 111,377 526 1,362 2,228
MANUFACTURING 377,943 944,855 . 1,528,751 7,559 18,897 30,575
TRANSPORTATION, ETC. 627,866 1,649,047 2,648,896 12,557 32,981 52,978
TRADE 128,907 325,227 530,001 2,578 6,505 10,600
FINANCE, ETC. 155,569 370,484 617,613 3,111 7,410 12,352
SERVICES 68,073 171,744 279,882 1,361 3,435 5,598
OTHER INDUSTRIES 19,384 48,905 79,695 388 978 1,594
TOTAL 1,445,337 3,677,877 5,954,595 28,906 73,558 119,093'
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TABLE 6-5D
NET GAIN(LOSS) IN STATE OF FLORIDA CORPORATE TAX REVENUES DUE TO ACRS 
(EMERGENCY EXCISE TAX - EFFECT OF ACRS)
MAJOR LEVEL: (000's)
ASSUMING OPTION 1
INDUSTRY 1992 1983 1984 1985
AGRICULTURE 193 948 1,320 (2,703)
MINING 280 1,060 1,591 (1,248)
MANUFACTURING 590 5,817 7,691 (35,747)
TRANSPORTATION, ETC. 2,361 12,564 19,466 (47,503)
TRADE 400 3,021 3,895 (12,174)
FINANCE, ETC. 576 3,834 4,988 (14,300)
SERVICES 280 1,732 2,252 (6,162)
OTHER INDUSTRIES , 79 493 645 (1,749)
TOTAL 4,759 29,469 41,848 (121,586)
ASSUMING OPTION 2
INDUSTRY. 1982 1983 1984 1985
AGRICULTURE 209 944 1,284 (2,347)
MINING 283 1,060 1,582 (1,138)
MANUFACTURING 704 5,797 7,333 (32,686)
TRANSPORTATION, ETC. 2,372 12,566 19,436 (47,138)
TRADE 525 2,998 3,577 (8,727)
FINANCE, ETC. 727 3,366 4,165 (10,140)
SERVICES 345 1,720 2,085 (4,341)
OTHER INDUSTRIES 99 491 598 (1,231)
TOTAL 5,264 28,942 40,060 (107,748)
ASSUMING OPTION 3
INDUSTRY 1982 1983 1984 1985
AGRICULTURE 193 1,000 1,455 (2,343)
MINING 280 1,102 1,698 (950)
MANUFACTURING 590 6,360 9,094 (31,917)
TRANSPORTATION, ETC. 2,361 13,541 22,044 (40,566)
TRADE 400 3,185 4,320 (11,001)
FINANCE, ETC. 576 4,032 5,502 (12,885)
SERVICES 280 1,818 2,477 (5,542)
OTHER INDUSTRIES 79 518 710 (1,573)
TOTAL 4,759 31,556 47,300 (106,777)
ASSUMING OPTION 4
INDUSTRY 1982 1983 1984 1985
AGRICULTURE 209 996 1,418 (1,987)
MINING 283 1,102 1,689 (840)
MANUFACTURING 704 6,341 8,737 (28,857)
TRANSPORTATION, ETC. 2,372 13,542 22,014 (40,202)
TRADE 525 3,162 4,003 (7,554)
FINANCE, ETC. 727 3,564 4,678 (8,724)
SERVICES 345 1,806 2,309 (3,722)
OTHER INDUSTRIES 99 515 662 (1.054)
TOTAL 5,264 31,028 45,510 (92,940)
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TABLE 6-6
COMPARISON OF NET REVENUE IMPACT AT MINOR LEVEL AND MAJOR LEVEL




Minor Level 5,114 35,803 50,580 (158,914)
Major Level 4,759 29,469 41,848 (121,586)
OPTION 2
Minor Level 5,755 35,317 48,558 (141,634)
Major Level 5,264 28,942 40,060 (107,748)
OPTION 3
Minor Level 5,114 38,471 57,537 (139,969)
Major Level 4,759 31,556 47,300 (106,777)
OPTION 4
Minor Level 5,755 37,986 55,527 (122,686)
Major Level 5,264 31,028 45,510 (92,940)
TABLE 6-7 
1981 FLORIDA CORPORATE TAX REVENUE 
BEFORE AND AFTER APPLICATION OF OPTIONS 1 - 4, WITHOUT AND WITH EMERGENCY EXCISE TAX
MAJOR LEVEL: (000)'s
UN­
WITHOUT EMERGENCY EXCISE: TAX WITH EMERGENCY EXCISE TAX
OPTION OPTION
INDUSTRY ADJUSTED 1 2 3 4 1 2 3 4
AGRICULTURE 1,377 697 (754) 828 (457) 937 67 1,016 245
MINING 6,541 6,247 5,071 6,286 5,157 6,339 5,634 6,363 5,685
MANUFACTURING 151,488 143,214 129,109 144,419 131,819 146 ,172 137,709 146,895 139,335
TRANSPORTATION 79,771 69,713 49,045 69,830 49,307 73 ,226 60,755 73,156 60,913
TRADE 51,141 48,033 42,432 49,211 44,906 49 ,180 45,820 49,887 47,233
FINANCE 83,266 79,603 72,755 81,025 75,956 80 ,952 76,843 81,805 78,764
SERVICE 17,654 16,077 13,055 16,699 14,455 16,657 14,844 17,030 15,684
OTHER INDUSTRIES 11,234 10,785 9,924 10,962 10,323 10 ,950 10,433 11,056 10,673
TOTAL 402,472 374,369 320,637 379,260 331,466
00on ,343 352,105 387,278 358,532
TABLE 6-8
PERCENTAGE DECREASE FROM 1981 UNADJUSTED FLORIDA CORPORATE 





WITHOUT EMERGENCY' EXCISE TAX WITH EMERGENCY EXCISE TAX
OPTION OPTION
1 2 3 4 1 2 3 4
AGRICULTURE 49.38 154.76 39.87 133.19 31.95 95.13 26.22 82.21
MINING 4.49 22.47 3.90 21.16 3.09 13.87 2.72 13.09
MANUFACTURING 5.46 14.77 4.67 12.98 3.51 9.09 3.03 8.02
TRANSPORTATION 12.61 38.52 12.46 38.19 8.20 23.84 8.29 23.64
TRADE 6.10 17.05 3.79 12.21 3.85 10.42 2.47 7.66
FINANCE 4.40 12.62 2.69 8.78 2.78 7.71 1.75 5.41
SERVICE 8.93 26.05 5.41 18.12 5.65 15.92 3.53 11.16
OTHER INDUSTRIES 4.00 11.66 2.42 8.11 2.53 7.13 1.58 4.99
TABLE 6-9
1981 FLORIDA CORPORATE TAX REVENUE 
BEFORE AND AFTER APPLICATION OF OPTIONS 1 - 4 ,  WITHOUT AND WITH EMERGENCY EXCISE TAX
MINOR LEVEL: (000's)
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7 COL 8 COL 9 COL 10
WITHOUT EMERGENCY EXCISE TAX WITH EMERGENCY EXCISE TAX
UN­ OPTION OPTION
INDUSTRY ADJUSTED 1 2 3 4 1 2 3 4
Agriculture 1,377 697 (754) 828 (457) 937 67 1,016 245
Mining: 
Metal 201 145 21 150 32 164 90 167 97
Oil & Gas 3,104 2,998 2,413 3,016 2,454 3,029 2,677 3,039 2,702
Non Metal 3,236 2,705 1,531 2,749 1,630 2,888 2,184 2,915 2,243
Manufacturing:
Iron, Steel, etc. 1,551 1,363 1,195 1,383 1,240 1,432 1,331 1,444 1,358
Electric Machinery 10,418 9,691 8,647 9,807 8,908 9,953 9,326 10,023 9,483
Transp. Equipment 8,646 7,641 4,167 7,764 4,443 7,976 5,891 8,050 6,057
Fabricated Metal 3,547 3,484 3,250 3,502 3,292 3,506 3,365 3,516 3,390
Ins truments 2,075 2,012 1,918 2,025 1,947 2,035 1,978 2,043 1,996
Stone 10,178 9,225 7,771 9,374 8,107 9,569 8,697 9,658 8,899
Machinery 12,176 11,532 10,572 11,663 10,867 11,765 11,189 11,844 11 ,366
Other Durables 443 201 (236) 248 (131) 288 26 316 88
Chemicals 78,900 74,232 67,393 74,867 68,821 75,904 71,801 76,285 72 ,658
Paper & Pulp 7,247 6,321 5,222 6,392 5,382 6,656 5,996 6,699 6,093
Rubber 825 753 652 761 672 779 719 784 731
Petroleum 32,482 31,613 30,283 31,685 30,445 31,924 31,126 31,967 31 ,223
Food & Beverages 30,916 29,608 27,216 29,903 27,879 30,080 28,645 30,257 29 ,043
Textiles 529 500 446 504 456 510 478 513 484
Other Non Durables 22,565 21,901 20,718 22,029 21,005 22,139 21,429 22,216 21 ,601
TABLE 6-9 (Continued)
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7 COL 8 COL 9 COL 10
Transportation, Utilities and 
R.R. & Trucking 3,976
Communications: 
3,803 3,359 3,820 3,396 3,861 3,595 3,872 3,617
Airlines 1,422 963 (324) 1,009 (220) 1,117
31,806
344 1,144 406
Electric & Gas 33,092 31,259 22,825 31,259 22,825 26,745 31,806
33,006
26,745
Communications 41,281 28,445 11,375 28,469 22,428 32,991 11,749 22,781
Trade:
Wholesale Trade 2,349 2,239 2,048 2,280 2,140 2,280 2,165 2,304 2,220
Building Materials 3,440 3,238 2,864 3,316 3,040 3,313 3,088 3,359 3,194
Gen. Msd. Stores 12,376 11,210 9,056 11,659 9,505 11,640 10,347 11,909 10,392
Food Stores 12,298 10,891 8,291 11,433 9,512 11,410 9,849 11,735 10,582
• Automotive Dealers 5,209
3,381
4,562 3,367 4,811 3,928 4,800 4,083 4,950 4,420
Apparel 3,254 3,019 3,303 3,129 3,301 3,160 3,330 3,226
Furniture 1,261 1,219 1,142 1,235 1,178 1,234 1,188 1,244 1,210
Eating & Drinking 2,311 2,092 1,688 2,177 1,878 2,173 1,930 2,224 2,044
Miscellaneous 8,516 8,000 7,047 8,199 7,495 8,190 7,618 8,310 7,887
Finance:
Banking 20,807 19,172 16,154 19,802 17,571 19,774 17,964 20,153 18,814
Credit Agencies 1,412 1,271 1,010 1,325 1,133 1,323 1,166 1,355 1,240
Security Brokers 1,902 1,867 1,801 1,881 1,832 1,880 1,840 1,888 1,859
Insurance 26,537 25,845 24,517
14,024
26,118 25,132 26,100 25,303 26,263 25,672
Real Estate 15,401 14,929 15,115 14,444 15,103 14,559 15,214
4,481
14,812
Holding Companies 4,495 4,460 4,393 4,474 4,424 4,473 4,433 4,451
Services:
Hotels 1,442 1,359 1,200 1,392 1,273 1,390 1,294 1,409 1,338
Personal Services 495 442 339 463 387 462 400 474 429
Business Services 4,666
970
4,151 3,165 4,355 3,622 4,340 3,749 4,463 4,023
Auto Repair 591 (134) 741 202 730 296 820 497
Amusement 10,081 8,610 5,793 9,190 7,099 9,151 7,461 9,499 8,244
Other Industries 11,234 10,785 9,924 10,962 10,323 10,950 10,433 11,056 10,673
TOTAL 460,770 421,279 350,368 427,438 363,668 435,326 392,774 439,020 400,533
TABLE 6-10
PERCENTAGE DECREASE FROM 1981 UNADJUSTED FLORIDA CORPORATE TAX REVENUE 
FOR OPTIONS 1 - 4 ,  WITHOUT AND WITH EMERGENCY EXCISE TAX
MINOR LEVEL
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7 COL 8 COL 9
WITHOUT' EMERGENCY EXCISE TAX WITH EMERGENCY EXCISE TAX
OPTION OPTION
INDUSTRY 1, 2 3 4 1 2 3 4
Agriculture 49.38 154.76 39.87 133.19 31.95 95.13 26.22 82.21
Mining:
Metal 27.86 89.55 25.37 84.08 18.41 55.22 16.92 51.74
Oil & Gas 3.41 22.26 2.83 20.94 2.42 13.75 2.09 12.95
Non Metal 16.41 52.69 15.05 49.63 10.75 32.51 9.92 30.69
Manufacturing:
Iron, Steel, etc. 12.12 22.95 10.83 20.05 7.67 14.18 6.90 12.44
Electric Machinery 6.98 17.00 5.86 14.49 4.46 10.48 3.79 8.97
Transp. Equipment 11.62 51.80 10.20 48.61 7.75 31.86 6.89 29.94
Fabaricated Metals 1.78 8.37 1.27 7.19 1.16 5.13 .87 4.43
Instruments 3.03 7.57 2.41 6.17 1.93 4.67 1.54 3.81
Stone 9.36 23.65 7.90 20.35 5.98 14.55 5.11 12.57
Machinery 5.29 13.17 4.21 10.75 3.38 8.11 2.73 6.65
Other Durables 54.63 153.27 44.02 129.57 34.99 94.13 28.67 80.14
Chemicals 5.92 14.58 5.11 12.77 3.80 9.00 3.31 7.91
Paper & Pulp 12.78 27.94 11.80 25.73 8.16 17.26 7.56 15.92
Rubber 8.73 20.97 7.76 18.55 5.58 12.85 4.97 11.39
Petroleum 2.68 6.77 2.45 6.27 1.72 4.17 1.58 3.88
Food & Beverages 4.23 11.97 3.28 9.82 2.70 7.35 2.13 6.06
Textiles 5.48 15.69 4.72 13.80 3.59 9.64 3.02 8.51
Other Non Durables 2.94 8.18 2.38 6.91 1.89 5.03 1.55 4.27
TABLE 6-10 {Continued)




4.35 15.52 3.92 14.59 2.89 9.58 2.62 9.03
Airlines 32.28 122.78 29.04 115.47 21.45 75.81 19.55 71.45
Electric & Gas 5.54 31.03 5.53 31.03 3.89 19.18 3.89 19.18
Communi ca tions 31.09 72.44 31.04 45.67 20.08 71.54 20.04 44.81
Trade:
Wholesale Trade 4.68 12.81 2.94 8.90 2.94 7.83 1.92 5.49
Building Materials 5.87 16.74 3.60 11.63 3.69 10.23 2.35 7.15
Gen. Msd. Stores 9.42 26.83 5.79 23.20 5.95 16,39 3.77 16.03
Food Stores 11.44 32.58 7.03 22.65 7.22 19.91 4.58 13.95
Automotive Dealers 12.42 35.36 7.64 24.59 7.85 21.62 4.97 15.15
Apparel 3.76 10.71 2.31 7.45 2.37 6.54 1.51 4.58
Furniture 3.33 9.44 2.06 6.58 2.14 5.79 1.35 4.04
Eating & Drinking 9.48 26.96 5.80 18.73 5.97 16.49 3.76 11.55
Miscellaneous 6.06 17.25 3.72 11.99 3.83 10.54 2.42 7.39
Finance:
Banking 7.86 22.36 4.83 15.55 4.96 13.66 3.14 9.58
Credit Agencies 9.99 28.47 6.16 19.76 6.30 17.42 4.04 12.18
Security Brokers 1.84 5.31 1.10 3.68 1.16 3.26 .73 2.26
Insurance 2.61 7.61 1.58 5.29 1.65 4.65 1.03 3.26
Real Estate 3.06 8.94 1.86 6.21 1.93 5.47 1.21 3.82
Holding Co. .78 2.27 .47 1.58 .49 1.38 .31 .98
Services:
Hotels 5.76 16.78 3.47 11.72 3.61 10.26 2.29 7.21
Personal Services 10.71 31.52 6.46 21.82 6.67 19.19 4.24 13.33
Business Services 11.04 32.17 6.67 22.37 6.99 19.65 4.35 13.78
Auto Repair 39.07 113.81 23.61 79.18 24.74 69.48 15.46 48.76
Amusement 14.59 42.54 8.84 29.58 9.23 25.99 5.77 18.22
Other Industries 4.00 11.66 2.42 8.11 2.53 7.13 1.58 4.99
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TABLE 6-11A
MAJOR INDUSTRY LEVEL 
ANALYSIS OF VARIANCE
DEPENDENT VARIABLE: PERCENTAGE CHANGE IN TAX
SOURCE DF SUM OF SQUARES MEAN SQUARE F VALUE PR F R-SQUARE C.V
MODEL 14 39894.69736250 2849.62124018 12.39 0.0001 0.779672 82.8545
ERROR 49 11273.84293125 230.07842717 ROOT MSE CHANGE MEAN
CORRECTED TOTAL 63 51168.54029375 15.16833633 18.30718750
SOURCE DF ANOVA SS F VALUE PR F
OPTION 7 7493.22129375 4.65 0.0005
INDUSTRY 7 32401.47606875 20.12 0.0001
STUDENT-NEWMAN-KEULS TEST 
MEANS WITH THE SAME LETTER ARE NOT SIGNIFICANTLY DIFFERENT AT AN ALPHA LEVEL OF .05
GROUPING MEAN N INDUSTRY GROUPING MEAN N OPTION
A 76.589 8 Agriculture A 37.237 8 2-A
B 20.719 8 Transportation B A 31.592 8 4-A
B 11.846 8 Services B A C 22.889 8 2-B
B 10.599 8 Mining B A C 19.522 8 4-B
B 7.944 8 Trade B C 11.921 8 1-A
B 7.691 8 Manufacturing C 9.401 8 3-A
B 5.767 8 Finance C 7.695 8 1-B




DEPENDENT VARIABLE: PERCENTAGE CHANGE IN TAX
SOURCE DF SUM OF SQUARES MEAN SQUARE F VALUE PR F R-SQUARE C.V
MODEL 10 13822.27865000 1382.22786500 14.57 0.0001 0.874059 41.4272
ERROR 21 1991.60995000 94.83856905 ROOT MSE CHANGE MEAN
CORRECTED TOTAL 31 15813.88860000 9.73850959 23.50750000
SOURCE DF ANOVA SS F VALUE PR F
OPTION 7 6838.43^00000 10.30 0.0001
INDUSTRY 3 6983.84465000 24.55 0.0001
STUDENT-NEWMAN-KEULS TEST 
MEANS WITH THE SAME LETTER ARE NOT SIGNIFICANTLY DIFFERENT AT AN ALPHA LEVEL OF .05
GROUPING MEAN N INDUSTRY GROUPING MEAN N OPTION
A 46.144 8 Metal A 46.742 4 2-A
B 27.206 8 Non Metal A 43.952 4 4-A
C 10.599 8 MINING B 28.837 4 2-B
C 10.081 8 Oil & Gas B 27.117 4 4-B
B 13.042 4 1-A
B 11.787 4 3-A
B 8.667 4 1-B




DEPENDENT VARIABLE: PERCENTAGE CHANGE IN TAX
SOURCE DF SUM OF SQUARES MEAN SQUARE F VALUE PR F R-SQUARE C.V.
MODEL 22 45256.87700469 2057.13077294 17.56 0.0001 0.786296 80.1315
ERROR 105 12300.16650703 117.14444292 ROOT MSE CHANGE MEAN
CORRECTED TOTAL 127 57557.04351172 10.82332864 13.50695312
SOURCE DF ANOVA SS F VALUE PR F
OPTION 7 6731.82843047 8.21 0.0001
INDUSTRY 15 38525.04857422 21.92 0.0001
STUDENT-NEWMAN-KEULS TEST 
MEANS WITH THE SAME LETTER ARE NOT SIGNIFICANTLY DIFFERENT AT AN ALPHA LEVEL OF .05
GROUPING MEAN N INDUSTRY GROUPING MEAN N OPTION
A 77.427 8 Other Durables A 26.166 16 2-A
B 24.834 8 Transp. Equipment B A 22.751 16 4-A
C B 15.894 8 Paper & Pulp B C 16.094 16 2-B
C B 13.392 8 Iron, Steel, etc. B C 14.057 16 4-B
C B 12.434 8 Stone C 9.564 16 1-A
C B 11.350 8 Rubber C 8.054 16 3-A
C 9.004 8 Electric Machinery C 6.142 16 1-B
C 8.056 8 Textiles C 5.228 16 3-B
C 7.800 8 Chemicals
C 7.691 8 MANUFACTURING
C 6.786 8 Machinery
C 5.942 8 Food & Beverages
C 4.144 8 Other Non Durables
C 3.891 8 Instruments
C 3.775 8 Fabricated Metals
C 3.690 8 Petroleum
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TABLE 6-11D
TRANSPORTATION, UTILITIES AND COMMUNICATION 
ANALYSIS OF VARIANCE
DEPENDENT VARIABLE: PERCENTAGE CHANGE IN TAX
SOURCE DF SUM OF SQUARES MEAN SQUARE F VALUE PR F R-SQUARE C.V.
MODEL 11 26343-64120000 2394.87647273 10.40 0.0001 0.803445 51.7765
ERROR 28 6444.71751000 230.16848250 ROOT MSE CHANGE MEAN
CORRECTED TOTAL 39 32788.35871000 15.17130457 29.30150000
SOURCE DF ANOVA SS F VALUE PR F
OPTION 7 11067.20999000 6.87 0.0001
INDUSTRY 4 15276.43121000 16.59 0.0001
STUDENT-NEWMAN-KEULS TEST 
MEANS WITH THE SAME LETTER ARE NOT SIGNIFICANTLY DIFFERENT AT AN ALPHA LEVEL OF .05
GROUPING MEAN N INDUSTRY GROUPING MEAN N OPTION
A 60.979 8 Airlines A 56.058 5 2-A
B 42.089 8 Communications A 48.990 5 4-A
C 20.719 8 TRANSPORTATION B A 39.990 5 2-B
C 14.909 8 Electric & Gas B A C 33.622 5 4-B
C 7.812 8 R.R. & Trucking B C 17.174 5 1-A
B C 16.398 5 3-A
C 11.302 5 1-B




DEPENDENT VARIABLE: PERCENTAGE CHANGE IN TAX
SOURCE DF SUM OF SQUARES MEAN SQUARE F VALUE PR F R-SQUARE C.V.
MODEL 16 3912.82312000 244.55144500 30.80 0.0001 0.886635 29.4864
ERROR 63 500.29536000 7.94119619 ROOT MSE CHANGE MEAN
CORRECTED TOTAL 79 4413.11848000 2.81801281 9.55700000
SOURCE DF ANOVA SS F VALUE PR F
OPTION 7 2580.84584000 46.43 0.0001
INDUSTRY 9 1331.97728000 18.64 0.0001
STUDENT-NEWMAN-KEULS TEST 
MEANS WITH THE SAME LETTER ARE NOT SIGNIFICANTLY DIFFERENT AT AN ALPHA LEVEL OF .05
GROUPING MEAN N INDUSTRY GROUPING MEAN N OPTION
A 16.200 8 Automotive Dealers A 20.573 10 2-A
B A 14.920 8 Food Stores B 14.793 10 4-A
B A 13.422 8 Gen. Msd. Stores B 12.576 10 2-B
B 12.342 8 Eating & Drinking C 9.299 10 4-B
C 7.944 8 TRADE C 7.256 10 1-A
C 7.900 8 Miscellaneous D 4.581 10 1-B
C 7.657 8 Building Materials D 4.468 10 3-A
C 5.939 8 Wholesale Trade D 2.910 10 3-B
C 4.904 8 Apparel





DEPENDENT VARIABLE: PERCENTAGE CHANGE IN TAX
SOURCE DF SUM OF SQUARES MEAN SQUARE F VALUE PR F R-SQUARE C.V.
MODEL 13 1580.18809286 121.55293022 15.67 0.0001 0.829069 48.7124
ERROR 42 325.79195714 7.75695136 ROOT MSE iCHANGE MEAN
CORRECTED TOTAL 55 1905.98005000 2.78513040 5.71750000
SOURCE DF ANOVA SS F VALUE PR F
OPTION 7 662.01459286 12.19 0.0001
INDUSTRY 6 918.17350000 19.73 0.0001
STUDENT-NEWMAN-KEULS TEST 
MEANS WITH THE SAME LETTER ARE NOT SIGNIFICANTLY DIFFERENT AT AN ALPHA LEVEL OF .05
GROUPING MEAN N INDUSTRY GROUPING MEAN N OPTION
A 13.040 8 Credit Agencies A 12.511 7 2-A
A 10.242 8 Banking B 8.693 7 4-A
B 5.767 8 FINANCE C B 7.650 7 2-B
C B 4.062 8 Real Estate C B D 5.356 7 4-B
C B 3.460 8 Insurance C D 4.363 7 1-A
C B 2.417 8 Security Brokers D 2.753 7 1-B
C 1.032 8 Holding Co. D 2.670 7 3-A





DEPENDENT VARIABLE: PERCENTAGE CHANGE IN TAX
SOURCE DF SUM OF SQUARES MEAN SQUARE F VALUE PR F R-SQUARE C.V.
MODEL 12 17382.19969167 1448.51664097 13.30 0.0001 0.820146 52.4168
ERROR 35 3811.83330000 108.90952286 ROOT MSE CHANGE MEAN
CORRECTED TOTAL 47 21194.03299167 10.43597254 19.90958333
SOURCE DF ANOVA SS F VALUE PR F
OPTION 7 7056.62252500 9.26 0.0001
INDUSTRY 5 10325.57716667 18.96 0.0001
STUDENT-NEWMAN-KEULS TEST 
MEANS WITH THE SAME LETTER ARE NOT SIGNIFICANTLY DIFFERENT AT AN ALPHA LEVEL OF .05
GROUPING MEAN N INDUSTRY GROUPING MEAN N OPTION
A 51.764 8 Auto Repair A 43.812 6 2-A
B 19.345 8 Amusement B 30.465 6 4-A
B 14.622 8 Business Services B 26.748 6 2-B
B 14.242 8 Personal Services C B 18.743 6 4-B
B 11.846 8 SERVICES C B 15.010 6 1-A
B 7.637 8 Hotels C 9.482 6 1-B
C 9.077 6 3-A




TUKEY’S TEST OF ADDITIVITY
INDUSTRY
CATEGORY SSN SSE k b F
Major Level 10614 11274 8 8 772
Mining 1785 1991 8 4 182
Manufacturing 12011 12300 8 16 4363
Transportation 4988 6445 8 5 96
Trade 476 500 8 10 1250
Finance 324 326 8 7 6804
Services 3810 3811 8 6 133350
This test addresses the following hypotheses:
H0: no interaction exists.
Ha: interaction exists.
The test statistic is:
SSN
F = ------------------------------- ~ F  with 1, (k— 1) (b— 1) — 1 df
(SSE - SSN) / [(k-1)(b-1) - 1]
JL b
(2. X - s..>«.3 - I..)l2
i=1 j=1
where SSN = ------- --------------------------------
/I cii. - y..)2 y. (y.j - Y.-)2
i=1 3=1
The probability of obtaining an F as large as indicated above with
1,(k-1)(b-1)-1 df is less than .001. Therefore, H0 is rejected in
each case.
TABLE 6-13
PERCENTAGE TAX IN EACH CATEGORY TO TOTAL TAX 
BEFORE AND AFTER APPLICATION OF OPTIONS 1 - 4 ,  WITHOUT AND WITH EMERGENCY EXCISE TAX
MAJOR LEVEL
WITHOUT EMERGENCY EXCISE TAX WITH EMERGENCY EXCISE TAX
UN­ OPTION OPTION
INDUSTRY ADJUSTED 1 2 3 4 1 2 3 4
AGRICULTURE .34 .18 (.23) .19 (.14) .24 .02 .26 .07
MINING 1.63 1.67 1.58 1.67 1.55 1.65 1.60 1.65 1.58
MANUFACTURING 37.64 38.25 40.27 38.09 39.78 38.03 39.12 37.94 38.87
TRANSPORTATION 19.82 18.62 15.30 18.41 14.88 19.05 17.25 18.90 16.99
TRADE 12.71 12.83 13.22 12.98 13.55 12.80 13.01 12.88 13.17
FINANCE 20.69 21.27 22.69 21.37 22.91 21.05 21.82 21.12 21.97
SERVICE 4.38 4.29 4.07 4.40 4.36 4.33 4.22 4.40 4.37
OTHER INDUSTRIES 2.79 2.89 3.10 2.89 3.11 2.85 2.96 2.85 2.98
TOTAL 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00
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TABLE 6-14
PERCENTAGE TAX IN EACH MINOR CATEGORY WITHIN A MAJOR CATEGORY TO TOTAL TAX IN THAT MAJOR CATEGORY 
BEFORE AND AFTER APPLICATION OF OPTIONS 1 - 4 ,  WITHOUT AND WITH EMERGENCY EXCISE TAX
MINOR LEVEL




WITHOUT EMERGENCY EXCISE TAX WITH EMERGENCY EXCISE TAX
OPTION OPTION
1 2 3 4 1 2 3 4
Agriculture: .34 .18 (.23) • 19 (.14) .24 .02 .26 .07
Mining:
Metal 3.07 2.48 .53 2.54 .78 2.70 1.82 2.73 1.92
Oil & Gas 47.45 51.26 60.86 50.99 59.62 49.81 54.07 49.65 53.59
Non Metal 49.48 46.26 38.61 46.48 39.60 47.49 44.11 47.62 , 44.49
Manufacturing:
Iron, Steel, etc. .70 .65 .63 .65 .64 .67 .65 .67 .66
Electric Machinery 4.68 4.61 4.57 4.63 4.61 4.64 4.61 4.65 4.64
Transp. Equipment 3.89 3.64 2.20 3.66 2.30 3.72 2.91 3.73 2.96
Fabricated Metal 1.59 1.66 1.72 1.65 1.70 1.63 1.67 1.63 1.66
Instruments .93 .96 1.01 .96 1.01 .95 .98 .95 .98
Stone 4.57 4.39 4.11 4.42 4.19 4.46 4.31 4.48 4.35
Machinery 5.47 5.49 5.59 5.50 5.62 5.48 5.54 5.49 5.56
Other Durables .20 .10 (.12) .12 (.07) .13 .01 .15 .04
Chemicals 35.46 35.34 35.62 35.33 35.60 35.39 35.55 35.38 35.54
Paper & Pulp 3.26 3.00 2.76 3.02 2.78 3.11 2.97 3-11 2.98
Rubber .37 .36 .34 .36 .35 .36 .36 .36 .36
Petroleum 14.60 15.05 16.00 14.95 15.75 14.88 15.41 14.83 15.27
Food & Beverages 13.90 14.08 14.38 14.11 14.42 14.02 14.18 14.03 14.20
Textiles .24 .24 .24 .24 .24 .24 .24 .24 .24
Other Non Durables 10.14 10.43 10.95 10.40 10.86 10.32 10.61 10.30 10.56
TABLE 6-14 (Continued)
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7 COL 8 COL 9 COL 10
Transportation, Utilities and 
R.R. & Trucking 4.98
Communication:
5.90 9.02 5.92 7.01 5.54 8.47 5.54 6.76
Airlines 1.79 1.49 (.87) 1.56 (.45) 1.60 .81 1.64 .76
Electric & Gas 41.48 48.49 61.30 48.42 47.13 45.58 63.03 45.55 49.94
Communicatons 51.75 44.12 30.55 44.10 46.31 47.28 27.69 47.27 42.54
Trade:
Wholesale Trade 4.59 4.79 5.32 4.71 5.12 4.72 4.99 4.67 4.91
Building Materials 6.72 6.93 7.43 6.85 7.27 6.85 7.11 6.80 7.07
Gen. Msd. Stores 24.20 24.00 23.51 24.08 22.74 24.08 23.83 24.12 23.02
Food Stores 24.05 23.32 21.52 23.62 22.75 23.60 22.68 23.77 23.42
Automotive Dealers 10.19 9.77 8.74 9.94 9.40 9.93 9.39 10.03 9.78
Apparel 6.61 6.97 7.84 6.82 7.48 6.83 7.28 6.75 7.14
Furniture 2.47 2.61 2.97 2.55 2.82 2.55 2.74 2.52 2.68
Eating & Drinking 4.52 4.48 4.38 4.49 4.49 4.50 4.44 4.51 4.52
Miscellaneous 16.65 17.13 18.29 16.94 17.93 16.94 17.54 16.83 17.46
Finance:
Banking 29.49 28.38 26.10 28.82 27.23 28.80 27.52 29.06 28.14
Credit Agencies 2.00 1.88 1.62 1.93 1.76 1.93 1.79 1.96 1.85
Security Brokers 2.70 2.76 2.91 2.74 2.83 2.74 2.82 2.72 2.78
Insurance 37.61 38.26 39.61 38.01 38.94 38.02 38.77 37.87 38.40
Real Estate 21.83 22.10 22.66 22.00 22.38 22.00 22.31 21.94 22.16
Holding Companies 6.37 6.62 7.10 6.50 6.86 6.51 6.79 6.45 6.67
Services:
Hotels 8.17 8.97 11.60 8.62 10.12 8.65 9.80 8.45 9.21
Personal Services 2.80 2.92 3.25 2.87 3.08 2.87 3.03 2.84 2.95
Business Services 26.43 27.39 30.54 26.98 28.78 27.00 28.40 26.78 27.69
Auto Repair 5.49 3.90 (1.29) 4.59 1.61 4.54 2.24 4.92 3.42
Amusement 57.11 56.82 55.90 56.94 56.41 56.91 56.53 57.01 56.73
Other Industries: 2.79 2.89 3.10 2.89 3.11 2.85 2.96 2.85 2.98
CHAPTER 7 
SUMMARY AND CONCLUDING REMARKS
SUMMARY
Changes in the federal corporate tax structure and/or policy are 
significant to the State of Florida. This significance stems from the 
fact that Florida corporate tax revenues are directly related and 
directly tied to any changes in the federal tax laws affecting the 
computation of federal taxable income.
The purpose of this study was twofold. The first purpose was to 
examine the revenue impact on the State of Florida from a change in the 
federal tax law. The vehicle used to accomplish this task was the ACRS 
provisions of ERTA, as amended by TEFRA. Specifically, the first 
purpose of this study was to address the question: "How will the ACRS
provisions of ERTA impact Florida corporate income tax revenues?" As 
the title suggests, however, this study is intended to serve as a point 
of departure "toward the development of a model" to evaluate the ACRS 
impact on State of Florida corporate tax revenues. Therefore, the 
results presented are not intended to be definitive assessments of the 
impact upon Florida corporate tax revenue. Rather, they are intended 
to serve as measures of revenue impact within the limits imposed on the 
modeling process.
The second purpose of this study, alluded to above, was to develop 
the genesis of a model that would serve as a point of departure for 
future studies that would enable State of Florida Department of Revenue
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officials to evaluate the impact that changes in the federal corporate 
tax structure and/or policy would have on Florida corporate tax reve­
nues. Both purposes, while individually distinct, are interdependent. 
This interdependency results from the fact that the modeling process is 
necessary in order to determine the ACRS impact. Yet the assessment of 
ACRS impact is necessary for the model to become functional.
The first step in this study was to determine what information was 
necessary to enable Florida officials to evaluate the impact of ACRS on 
State of Florida corporate tax revenues. The second step was to 
construct a viable tax model that would organize and synthesize this 
information in a meaningful manner.
To accomplish these tasks, those segments of the national economy 
that would represent the Florida economy on the national level were 
identified and aggregated. This identification and aggregation was 
then used to construct a profile of the Florida economy at the national 
level. The next step was to relate the Florida economy to the national 
profile. For the most part, this relationship established the 
percentage that each segment of the Florida economy was to the national 
Florida profile. The percentages were based on adjusted federal income 
apportioned to Florida and national taxable income.
The study and analysis necessary to develop the methodology used 
indicated that certain assumptions and statistical processes would be 
necessary to construct a viable model. Once these assumptions and 
statistical processes were adopted, a final major assumption was made. 
That assumption was that all relationships between the national profile 
of the Florida economy and the Florida economy itself would remain 
constant or static. The assumption of constancy implies, as an
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example, that Florida agriculture would grow or decline at the same 
rate as the national profile. The assumption of constancy was tested 
at the aggregate level, and appeared to be valid based upon past 
relationships. However, future relationships, both in the aggregate 
and individually, may not support this assumption of constancy. This 
study is, however, intended to be but a point of departure.
CONCLUSION
The results of the study indicate several things. First, without 
consideration of the emergency excise tax which expires for taxable 
years beginning after December 31, 1984, the State of Florida stands to 
lose substantial revenue as a result of the ACRS provisions. Secondly, 
the Florida legislature overreacted to this revenue loss in its 
institution of the emergency excise tax. That is, during its 
existence, the emergency excise tax results in an inflow of revenue in 
excess of the reduction in revenue caused by ACRS. In 1985, however, 
when the emergency excise tax expires, the State of Florida stands to 
lose substantial revenue. Knowledge of this potential revenue loss 
subsequent to its reality could give the Florida legislature sufficient 
time to study the problem and to determine an alternate revenue source 
to make up for this deficit.
At least two major problems not addressed remain to be 
considered. The first is the issue of lead and lag indicators. The 
lead and lag indicators at the national level that impact the state 
level not only need to be identified but also assessed as to their 
probable impact on the State of Florida. For example, a nationwide 
decline in farm production would result in a decline in the demand for 
fertilizer. Since phosphate is used in the production of fertilizer, a
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decline in the demand for fertilizer would result in a decline in the 
demand for phosphate. Thus, the phosphate industry in Florida would 
not only suffer but also change in its relationship to the national Non 
Metal industries. The identification of the lead and lag indicators 
would enable Department of Revenue officials to project quickly the 
effect that a change therein would have on the national/state profile, 
and thus on the State of Florida.
Secondly, a study of the economic and demographic profile of 
Florida should be made, and should be of a continuing nature. Such 
questions as the following should be addressed, with a focus on the 
national/state profile:
(1) Is the population of Florida growing faster or slower than the 
nation? If so, how does this difference in growth impact the national/ 
state profile?
(2) Are segments of the Florida ecomony growing faster or 
declining with respect to the national/state profile?
(3) What impact on the national/state profile results from the age 
distribution in Florida?
A studied answer to these and other questions would permit the re­
laxation of the model's rigid assumption of constancy. The relaxing of 
this assumption would provide for a continuously changing dynamic 
model. Over time, the methodology for such determinations could be 
honed and refined to permit increasingly more accurate, meaningful, and 
valuable information for the those having to make decisions.
However, the transformation of the static model with its rigid 
assumptions into a dynamic model is beyond the scope of this work. The 
evolutionary process necessary to go from the static to the dynamic 
state would require significant funding and man-hours. Therefore, 
hopefully a point of departure has been established for others to 
critique and develop into a meaningful and viable management tool.
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aThe percentages were used to allocate investment in the following 
industries; Metal Mining, Oil and Gas and Non Metal Mining.
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eThis category was used to allocate investment in the following 
industries; Railroad and Airlines.
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*The percentages were used to allocate investment in the 
following industries; Wholesale Trade, Building Materials, General 
Merchandise Stores, Food Stores, Automotive Dealers, Apparel, Furniture, 
Eating and Drinking, Miscellaneous, Banking, Credit Agencies, Security 
Brokers, Insurance, Real Estate, Holding Companies, Hotels, Personal 
Services, Business Services, Auto Repair, Amusement, and Other.
APPENDIX B
ADR LIFE AND EXPENDITURES BY ASSET CLASS FOR 1982, 1983, 1984 and 1985
AGRICULTURE
ADR EXPENDITURES (OOO's)
ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 1,731,704 1,674,283 1,874,338 1,816,830
Light Trucks 4 1,978,131 1,912,539 2,141,061 2,075,370
Small Tools 0 0 0 0 0
5 YEAR PROPERTY:
Mach. & Equip. 10 10,855,833 10,495,871 11,749,985 11,389,475
Heavy Trucks 7 730,285 706,070 790,435 766,183
Computers 7 74,956 72,471 81,130 78,641
Vessels 18 121,420 117,394 131,421 127,389
Air Craft 7 147,238 142,356 159,365 154,476
Bus Vehicle 0 0 0 0 0
Steam 0 0 0 0 0 .
Furn. & Fixt. 10 13,870 13,410 15,012 14,552
Small Tools 0 0 0 0 0
Oil Stge Tank 0 0 0 0 0
Sp Agr Strct 25 411,854 398,197 445,777 432,099
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 0 0 0 0 0
15 YEAR PUBLIC
UTILITY PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 25 3,748,710 3,624,409 4,057,476 3,932,986





ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 211,543 246,272 260,269 317,710
Light Trucks 4 44,911 52,284 55,256 67,451
Small Tools 0 0 0 0 0
5 YEAR PROPERTY:
Mach. & Equip. 10 1,222,016 1,422,634 1,503,491 1,835,312
Heavy Trucks 7 123,428 143,691 151,858 185,373
Computers 7 126,452 147,211 155,578 189,914
Vessels 18 33,629 39,149 41,374 50,506
Air Craft 7 8,097 9,426 9,962 12,161
Bus Vehicles 0 0 0 0 0
Steam 0 0 0 0 0
Furn. & Fixt. 10 1,776 2,068 2,185 2,668
Small Tools 0 0 0 0 0
Oil btge Tank 0 0 0 0 0
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY: 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 0 0 0 0 0
15 YEAR PUBLIC
UTILITY PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 45 150,549 175,264 185,226 226,105




ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 1,249,143 1,454,214 1,536,867 1,876,053
Light Trucks 4 265,196 308,734 326,281 398,291
Small Tools 0 0 0 0 0
5 YEAR PROPERTY:
Mach. & Equip. 7 7,215,902 8,400,535 8,877,992 10,837,366
Heavy Trucks 7 728,830 848,482 896,707 1,094,610
Computers 7 746,686 869,270 918,676 1,121,428
Vessels 18 198,574 231,174
55,662
244,313 298,232
Air Craft 7 47,813 58,826 71,809
Bus Vehicle 0 0 0 0 0
Steam 0 0 0 0 0
Furn & Fixt* 10 10,489 12,211 12,905 15,753
Small Tools 0 0 0 0 0
Oil Stge Tank 0 0 0 0 0
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY: 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 0 0 0 0 0
15 YEAR PUBLIC
UTILITY PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 45 888,979 1,034,922 1,093,744 1,335,133
TOTAL 11,351,612 13,215,204 13,966,311 17,048,675
NON METAL MINING
ADR EXPENDITURES (000's)
ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 302,171 351,779 371,773 453,823
Light Trucks It 64,152 74,684 78,928 96,348
Small Tools 0 0 0 0 0
5 YEAR PROPERTY:
Mach. & Equip. 10 1,745,548 2,032,114 2,147,612 2,621,591
Heavy Trucks " 7 176,306 205,250 216,916 264,789
Computers 7 180,626 210,279 222,230 271,277
Vessels 18 48,036 55,922 59,100 72,143
Air Craft 7 11,566 ' 13,465 14,230 17,371
Bus Vehicle 0 0 0 0 0
Steam 0 0 0 0 0
Furn. & Fixt. 10 2,537 2,954 3,122 3,811
Small Tools 0 0 0 0 0
Oil Stge Tank 0 0 0 0 0
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 0 0 0 0 0
15 YEAR PUBLIC
UTILITY PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 45 215,047 250,351 264,580 322,973
TOTAL 2,745,989 3,196,798 3,378,491 4,124,126
245
IRON, STEEL AND NON FERROUS METALS
ADR EXPENDITURES (000's)
ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 250,940 312,180 301,973 293,526
Light Trucks 4 41,197 51,251 49,575 48,189
Small Tools 0 0 0 0 0
5 YEAR PROPERTY:
Mach. & Equip. 16 686,264 5,829,896 5,639,291 5,481,548
Heavy Trucks 7 96,162 119,630 115,718 112,482
Computers 7 428,392 532,936 515,512 501,092
Vessels 18 16,085 20,011 19,356 18,815
Air Craft 7 18,524 23,044 22,291 21,667
Bus Vehicle 0 0 0 0 0
Steam 28 153,930 191,494 185,234 180,052
Furn. & Fixt. 10 108,832 135,392 130,965 127,302
Small Tools 7 195,369 243,047 235,101 228,524
Oil Stge Tank 0 0 0 0 0
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 • 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 0 0 0 0 0
15 YEAR PUBLIC
UTILITY PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 45 1, 134,305 1,411,119 1,364,984 1,326,802




ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 598,571 630,334 687,288 731,099
Light Trucks 4 32,987 34,737 37,876 40,290
Small Tools 0 0 0 0 0
5 YEAR PROPERTY: 
Mach. & Equip. 12 6,358,681 6,696,104 7,301,138 7,766,549
Heavy Trucks 7 67,373 70,948 77,358 82,289
Computers 7 1,486,786 1,565,682 1,707,151 1,815,974
Vessels 18 842 886 966 1,028
Air Craft 7 24,319 25,610 27,924 29,704
Bus Vehicle 0 0 0 0 0
Steam 28 12,012 12,649 13,792 14,672
Furn. & Fixt. 10 332,414 350,054 381,683 406,014
Small Tools 0 0 0 0 0
Oil Stge Tank 0 0 0 0 0
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 0 0 0 0 0
15 YEAR PUBLIC
UTILITY PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 45 2,016,017 2,122,996 2,314,822 2,462,381




ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 388,589 374,618 389,062 433,581
Light Trucks 4 28,078 27,068 28,112 31,328
Small Tools 3 5,213,375 5,025,935 5,219,729 5,816,995
5 YEAR PROPERTY:
Mach. & Equip. 12 6,588,008 6,351,145
54,358
6,596,037 7,350,788
Heavy Trucks 7 56,385 56,453 62,913








Air Craft 7 159,242
Bus Vehicle 0 0 0 0 0
Steam 28 29,735 28,666
395,089
29,771 33,178
Furn. & Fixt. 10 409,823 410,323 457,274
Small Tools 7 53,841 51,905 53,907 60,075
Oil Stge Tank 0 0 0 0 0
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 0 0 0 0 0
15 YEAR PUBLIC
UTILITY PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 45 1,530,610 1,475,579 1,532,475 1,707,829




ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 343,411 381,320 401,389 429,263
Light Trucks 4 81,568 90,572 95,339
996,026
101,960
Small Tools 3 852,156 946,225 1,065,195
5 YEAR PROPERTY:
Maoh. & Equip. 12 663,697 736,962 775,750 829,621
Heavy Trucks 7 ,66,751 185,159 194,904 208,439
Computers 7 200,178 222,276 233,975 250,223
Vessels 0 0 0 0 0
Air Craft 7 8,338 9,258 9,745 10,422
Bus Vehicle 0 0 0 0 0
Steam 28 5,821 6,464 6,804 7,277
Furn. & Fixt. 10 78,183 86,813 91,382 97,728
Small Tools 0 0 0 0 0
Oil Stge Tank 0 0 0 0 0
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 0 0 0 0 0
15 YEAR PUBLIC
UTILITY PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 45 679,898 754,951 794,686 849,872
TOTAL 3,080,001 3,420,000 3,600,000 3,850,000
INSTRUMENTS
ADR EXPENDITURES (000’s)
ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 224,661 232,572 272,125 321,961
Light Trucks 4 8,100 8,385 9,811 11,608
Small Tools 0 0 0 0 0
5 YEAR PROPERTY:
Mach. & Equip. 12 1,440,581 1,491,306 1,744,930 2,064,495
Heavy Trucks 7 16,313 16,887 19,759 23,378
Computers 7 385,945 399,534 467,482 553,097
Vessels 18 2,121 2,196 2,570 3,040
Air Craft 7 12,013 12,436 14,551 17,216
Bus Vehicle 0 0 0 0 0
Steam 28 6,512 6,741 7,888 9,333
Furn. & Fixt. 10 86,009 89,038 104,180 123,260
Small Tools 0 0 0 0 0
Oil Stge Tank 0 0 0 0 0
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 0 0 0 0 0
15 YEAR PUBLIC
UTILITY PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 45 657,744 680,904 796,704 942,612
TOTAL 2,839,999 2,939,999 3,440,000 4,070,000
250
STONE, CLAY AND GLASS
ADR EXPENDITURES (000's)
ASSET CLASS LIFE | 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 306,437 319,719 331,103 338,693
Light Trucks 4 83,751 87,381 90,492 92,567
Small Tools 3 83,567 87,189 90,293 92,363
5 YEAR PROPERTY:
Mach. & Equip. 15 1,663,547 1,735,651 1,797,455 1,838,657
Heavy Trucks 7 171,332 178,758 185,124 189,367
Computers 7 215,402 224,739 232,741 238,076
Vessels 7 10,552 11,010 11,402 11,663
Air Craft 18 13,165 •13,736 14,225 14,551
Bus Vehicle 0 0 0 0 0
Steam 28 19,887 20,749 21,488 21,980
Furn. & Fixt. 10 64,426 67,218 69,612 71,207
Small Tools 0 0 0 0 0
Oil Stge Tank 0 0 0 0 0
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 0 0 0 0 0
15 YEAR PUBLIC
UTILITY PROPERTY: 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 45 597,934 623,851 646,065 660,875




ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 1,092,454 1,232,471 1,454,759 1,717,391
Light Trucks 4 39,386 44,434 52,448 61,917
Small Tools 0 0 0 0 0
5 YEAR PROPERTY:
Mach. & Equip. 12 7,005,081 7,902,908 9,328,272 11,012,332
Heavy Trucks 7 79,325 89,492 105,632 124,702
Computers 7 1,876,724 2,117,260 2,499,127 2,950,302
Vessels 18 10,316 11,638 13,737 16,217
Air Craft 7 58,416 65,903 77,790 91,833
Bus Vehicle 0 0 0 0 0
Steam 28 31,666 35,725 42,168 49,781
Furn. & Fixt. 10 418,236 471,840 556,941 657,487
Small Tools 0 0 0 0 0
Oil Stge Tank 0 0 0 0 0
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 . 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 0 0 0 0 0
15 YEAR PUBLIC
UTILITY PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 45 3,198,396 3,608,328 4,259,124 5,028,036




ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY: 
Automobiles 3 460,870 518,938 510,118 532,904
Light Trucks 4 531,088 598,003 587,839 614,097
Small Tools 0 0 0 0 0
5 YEAR PROPERTY: 
Mach. & Equip. 12 2,599,448 2,926,970 2,877,220 3,005,741
Heavy Trucks 7 1,087,293 1,224,289 1,203,479 1,257,237
Computers 7 82,024 92,359 90,789 94,845
Vessels 18 10,621 11,960 11,756 12,282
Air Craft 7 13,374 15,059 14,803 15,464
Bus Vehicle 0 0 0 0 0
Steam 28 97,762 110,080 108,208 113,042
Furn. & Fixt. 10 90,482 101,883 100,151 104,625
Small Tools 0 0 0 0 0
Oil Stge Tank 0 0 0 0 0
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 0 0 0 0 0
15 YEAR PUBLIC 
UTILITY PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY: 
Buildings 45 1,297,037 1,460,460 1,435,636 1,499,764
TOTAL 6,269,999 7,006,001 6,939,999 7,250,001
253
CHEMICALS
ADR I EXPENDITURES (000's)
ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 376,664 400,350 429,186 444,376
Light Trucks i) 87,049 92,523 99,187 102,697
Small Tools 4 181,280 192,680 206,558 213,869
5 YEAR PROPERTY:
Mach. & Equip. 11 10,312,263 10,960,744 11,750,200 12 ,166,073
Heavy Trucks 7 179,525 190,814 204,558 211,797
Computers 7 753,416 800,794 858,472 888,855
Vessels 18 8,676 9,221 9,885 10,235
Air Craft 7 25,837 27,461 29,439 30,481
Bus Vehicle 0 0 0 0 0
Steam 28 331,560 352,410 377,792 391,163
Furn. & Fixt. 10 107,633 114,401 122,641 126,982
Small Tools 0 0 0 0 0
Oil Stge Tank 0 0 0 0 0
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 0 0 0 0 0
15 YEAR PUBLIC
UTILITY PROPERTY: 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 45 2,266,099 2,408,602 2,582,083 2 ,673,470




ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 374,939 416,978 524,915 507,872
Light Trucks 4 89,852 99,927 125,793 121,709
Small Tools 0 0 0 0 0
5 YEAR PROPERTY:
Mach. & Equip. 13 4,413,519 4,908,368 6,178,927 5,978,312
Heavy Trucks 7 184,199 204,852 257,879 249,506




Air Craft 7 34,190 43,040 41,643
Bus Vehicle 0 0 0 0 0
Steam 28 243,573 270,883 341,002 329,931
Furn. & Fixt. 10 169,891 188,939 237,847 230,125
Small Tools 0 0 0 0 0
Oil Stge Tank 0 0 0 0 0
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY: 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 0 0 0 0 0
15 YEAR PUBLIC
UTILITY PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 45 666,838 741,604 933,573 903,262





ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 76,215 92,722 93,073 90,264
Light Trucks 4 8,053 9,797 9,834 9,537
Small Tools 4 272,077 331,006 332,260 322,229
5 YEAR PROPERTY:
Mach. & Equip. 14 1,243,616 1,512,971 1,518,702 1,472,854
Heavy Trucks 7 16,394 19,945 20,021 19,416
Computers 7 162,498 197,694 198,443 192,452
Vessels 0 0 0 0 0
Air Craft 7 4,603 5,599 5,621 5,451
Bus Vehicle 0 0 0 0 0
Steam 28 4,603 5,599
52,834
5,621 5,451
Furn. & Fixt. 10 43,428 53,034 51,433
Small Tools 0 0 0 0 0
Oil Stge Tank 0 0 0 0 0
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 0 0 0 0 0
15 YEAR PUBLIC
UTILITY PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 45 338,513 411,832 413,392 400,912




ASSET CLASS LIFE ! 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 3,560,675 3,882,746
736,411
4,755,661 5,108,406
Light Trucks 4 675,326 901,970 968,873
Small Tools 0 0 0 0 0
5 YEAR PROPERTY:
Mach. & Equip. 16 14,877,686 16,223,406 19,870,735 21,344,620
Heavy Trucks 7 1,865,784 2,034,549 2,491,954 2,676,791




Air Craft 7 -175,050 214,404 230,307
Bus Vehicle 0 0 0 0 0
Steam 0 0 0 0 0
Furn. & Fixt. 0 0 0 0 0
Small Tools 0 0 0 0 0
Oil Stge Tank 0 0 0 0 0
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 0 0 0 0 0
15 YEAR PUBLIC
UTILITY PROPERTY: 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 45 2,785,916 3,037,909 3,720,888 3,996,880




ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 980,140 1,009,008 1,084,615 1,164,345
Light Trucks 4 112,747 116,067 124,765 133,936
Small Tools 4 393,483 405,073 435,425 467,434
5 YEAR PROPERTY:
Mach. & Equip. 12 3,120,223 3,212,123 3,452,814 3,706,633
Heavy Trucks 7 230,613 237,405 255,194 273,954
Computers 7 386,810 398,202 428,040 459,506
Vessels 18 6,681 6,878 7,393 7,936
Air Craft 7 23,707 24,406 26,234 28,163
Bus Vehicle 0 0 0 0 0
Steam 28 21,390 22,202 23,670 25,410
Furn. & Fixt. 10 112,547 115,862 124,544 133,699
Small Tools 0 0 0 0 0
Oil Stge Tank 0 0 0 0 0
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY: 
Mach. & Equip. 0 0 0 0 • 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 0 0 0 0 0
15 YEAR PUBLIC
UTILITY PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 45 1,741,659 1,792,956 1,927,306 2 ,068,984




ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 153,693 163,420 166,339 172,175
Light Trucks 4 14,741 15,674 15,954 16,514
Small Tools 0 0 0 0 0
5 YEAR PROPERTY: 
Mach. & Equip. 10 989,118 1,051,720 1,070,501 1,108,062
Heavy Trucks 7 30,646 32,585 33,167 34,331
Computers 7 89,066 94,703 96,394 99,777
Vessels 18 2,095 2,228 2,267 2,347
Air Craft 7 15,285 16,252 16,543 17,123
Bus Vehicle 0 0 0 0 0
Steam 28 3,414 3,630 3,695 3,825
Furn. & Fixt. 10 40,266 42,815 43,579 45,108
Small Tools 0 0 0 0 0
Oil Stge Tank 0 0 0 0 0
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 0 0 0 0 0
15 YEAR PUBLIC
UTILITY PROPERTY 
Mach. 8c Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 45 241,675 256,971 261,560 270,737




ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 1,066,082 985,383 845,221 910,347
Light Trucks 4 48,275 44,621 38,274 41,223
Small Tools 0 0 0 0 0
5 YEAR PROPERTY:
Mach. & Equip. 12 3,733,299 3,450,698 2,959,866 3,187,930
Heavy Trucks 7 101,226 93,563 80,255 86,438
Computers 7 798,850 738,379 633,351 682,152
Vessels 18 8,539 7,893 6,770 7,292
Air Craft 7 12,296 11,366 9,749 10,500
Bus Vehicle 0 0 0 0 0
Steam 28 2,500 2,311 1,982 2,135
Furn. & Fixt. 10 211,329 195,332 167,548 180,458
Small Tools 0 0 0 0 0
Oil Stge Tank 0 0 0 0 0
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 0 0 0 0 0
15 YEAR PUBLIC
UTILITY PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 45 1,547,603 1,430,454 1,226,984 1,321,526









Light Trucks 4 92,021 102,032 117,529
Small Tools 0 0 0 0 0
5 YEAR PROPERTY:
Mach. & Equip. 14 1,045,337 1,780,257 1,973,936 2,273,741
Heavy Trucks 7 488,316 831,624 922,099
187,280
1,062,149
Computers 7 99,178 168,904 215,724
Vessels 18 259,559 
1,121,943
442,041 490,132 564,574
Air Craft 7 1,910,719 2 ,118,592 2,440,367
Bus Vehicle 9 30,437 51,835 57,474 66,203
Steam 0 0 0 0 0
Furn. & Fixt. 10 36,977 62,973 69,824 80,429
Small Tools 0 0 0 0 0
Oil Stge Tank 0 0 0 0 0
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 15 72,579 123,605 137,052 157,868
SF Attractions 0 0 0 0 0
15 YEAR PUBLIC
UTILITY PROPERTY: 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 45 310,472 528,748 586,272 675,316




ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 383,757 406,205 364,515 385,895
Light Trucks 4 49,233 52,113 46,765 49,508
Small Tools 0 0 0 0 0
5 YEAR PROPERTY:
Mach. & Equip. 12 952,477 1,008,193
470,964
904,721 957,784
Heavy Trucks 7 444,937 422,629 447,416
Computers 7 90,367 95,654 85,837 90,871
Vessels 18 236,502 250,336 224,644 237,820
Air Craft 7 1,022,278 1,082,077 971,021
26,342
1,027,973
Bus Vehicle 9 27,733 29,355 27,887
Steam 0 0 0 0 0
Furn. & Fixt. 10 33,692 35,663 32,003 33,880
Small Tools 0 0 0 0 0
Oil Stge Tank 0 0 0 0 0
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 15 66,131 70,000 62,816 66,500
SF Attractions 0 0 0 0 0
15 YEAR PUBLIC
UTILITY PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 45 282,892 299,440 268,708 284,468
TOTAL 3,589,999 3,800,000 3,410,001 3,610,002
262
ELECTRIC AND GAS UTILITIES
ADR !_________________EXPENDITURES (000*3)__________

















5 YEAR PROPERTY: 







Furn. & Fixt. 10
Small Tools 0
Oil Stge Tank 0













































10 YEAR PROPERTY: 
Mach. & Equip. 15 
Pollution 15


















15 YEAR PUBLIC 
UTILITY PROPERTY: 

















ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 417,388 460,928 508,994 547,918
Light Trucks 4 399,681 441,375 487,402 524,674
Small Tools 0 0 0 0 0
5 YEAR PROPERTY:
Mach. & Equip. 12 29,669,203 32,764,168 36,180,856 38,947,665
Heavy Trucks 7 263,611 291,110 321,467 346,050
Computers 7 1,465,975 1,618,900 1,787,720 1,924,430
Vessels 0 0 0 0 0
Air Craft 7 12,542 13,850 15,295 16,464
Bus Vehicle 0 0 0 0 0
Steam 0 0 0 0 0
Furn. & Fixt. 10 167,379 184,840 204,115 219,724
Small Tools 0 0 0 0 0
Oil Stge Tank 0 0 0 0 0
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 0 0 0 0 0
15 YEAR PUBLIC
UTILITY PROPERTY 
Mach. & Equip. 30 13,630,669 15,052,563 16,622,263 17,893,394
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 45 83,551 92,267 101,889 109,680
TOTAL 46,109,999 50,920,001 56,230,001 60,529,999
WHOLESALE
ADR ! EXPENDITURES (000*3)
ASSET CLASS ]LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 2,878,755 3,077,755 3,396,781 3,724,268
Light Trucks 4 1,493,158 1,596,375 1,761,848 1,931,710
Small Tools 0 0 0 0 0
5 YEAR PROPERTY: 
Mach. & Equip. 10 3,316,019 3,545,245 3,192,729
1,538,029
4,289,960
Heavy Trucks 7 1,303,472 1,393,577 1,686,312
Computers 7 991,572 1,060,116 1,170,003 1,282,804
Vessels 18 47,951 51,266 56,580 62,035
Air Craft 7 42,933 45,900 50,658 55,542
Bus Vehicle 0 0 0 0 0
Steam 0 0 0 0 0
Furn. & Fixt. 10 985,904 1,054,057 1,163,316 1,275,472
Small Tools 0 0 0 0 0
Oil Stge Tank 10 70,867 75,766 83,620 91,682
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 15 203,901 217,996 240,593 263,789
15 YEAR PUBLIC
UTILITY PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 60 7,746,626 8,282,127 9,140,614 10,021,871




ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 202,062 216,030 238,422 261,409
Light Trucks 4 104,806 112,051 123,665 135,588
Small Tools 0 0 0 0 0
5 YEAR PROPERTY:
Mach. & Equip. 10 232,754 248,843 274,637 301,115
Heavy Trucks 7 91,492 97,816 107,955 118,363
Computers 7 69,599 74,410 82,123 90,041
Vessels 18 3,366 3,598 3,971 4,354
Air Craft 7 3,013 3,222 3,556 3,899
Bus Vehicle 0 0 0 0 0
Steam 0 0 0 0 0
Furn. & Fixt. 10 69,201 73,985 81,654 89,526
Small Tools 0 0 0 0 0
Oil Stge Tank 10 4,974 5,318 5,869 6,435
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 15 14,312 15,301 16,887 18,515
15 YEAR PUBLIC
UTILITY PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 50 543,741 581,328 641,585 703,441




ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 790,646 845,301 932,921 1,022,865
Light Trucks 4 410,094 438,442 483,889 530,541
Small Tools 0 0 0 0 0
5 YEAR PROPERTY*
Mach. & Equip. 10 910,740 973,697 1,074,626 1,178,231
Heavy Trucks 7 357,997 382,744 422,417 463,143
Computers 7 272,334 291,159 321,340 352,320
Vessels 18 13,170 14,080 15,540 17,038
Air Craft 7 11,791 12,606 13,913 15,255
Bus Vehicle 0 0 0 0 0
Steam 0 0 0 0 0
Furn. & Fixt. 10 270,777 289,495 319,503 350,307
Small Tools 0 0 0 0 0
Oil Stge Tank 10 19,464 20,809 22,966 25,180
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 15 56,001 59,872 66,078 72,449
15 YEAR PUBLIC
UTILITY PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 50 2,127,600 2,274,674 2,510,457 2,752,492
TOTAL 5,240,614 5,602,879 6,183,650 6,779,821
FOOD STORES
ADR [_________________ EXPENDITURES (OOP's)_____________
ASSET CLASS LIFE I 1982 1983 1984 1985
YEAR PROPERTY:
Automobiles 3 754,890
Light Trucks 4 391,548
Small Tools 0 0
YEAR PROPERTY:
Mach. & Equip. 10 869,553
Heavy Trucks 7 341,807
Computers 7 260,018
Vessels 18 12,574
Air Craft 7 11,258
Bus Vehicle 0 0
Steam 0 0
Furn. & Fixt'. 10 258,532
Small Tools 0 0
Oil Stge Tank 10 18,583
Sp Agr Strct 0 0
I YEAR PROPERTY:
Mach. & Equip. 0 0
Pollution 0 0
RR Tank Cars 0 0
SF Attractions 15 53,469
15 YEAR PUBLIC 
UTILITY PROPERTY:
Mach. & Equip. 0 0
Pollution 0 0





























ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 578,883 618,900 683,052 748,906
Light Trucks 4 300,256 321,012 354,287 388,444
Small Tools 0 0 0 0 0
5 YEAR PROPERTY;
Mach. & Equip. 10 666,812
262,113
712,906 786,803 862,660
Heavy Trucks 7 280,232 309,279 339,097
Computers 7 199,393 213,177 235,273 257,956
Vessels 18 9,642 10,309 11,377 12,474
Air Craft 7 8,633 9,230 10,187 11,169
Bus Vehicle 0 0 0 0 0
Steam 0 0 0 0 0
Furn. & Fixt. 10 198,254 211,958 233,929 256,482
Small Tools 0 0 0 0 0
Oil Stge Tank 10 14,251 15,236 16,815 18,436
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 15 41,002 43,836 48,380 53,045
15 YEAR PUBLIC
UTILITY PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 50 1,557,754 1,665,436 1,838,068 2,015,278




ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 134,431 143,723 158,621 173,914
Light Trucks 4 69,727 74,547 82,274 90,206
Small Tools 0 0 0 0 0
5 YEAR PROPERTY-
Mach. & Equip. 10 154,850 165,554 182,715 200,330
Heavy Trucks 7 60,869 65,077 71,822 
54,636
78,747
Computers 7 46,304 49,505 59,904
Vessels 18 2,239 2,394 2,642 2,897
Air Craft 7 2,005 2,143 2,366 2,594
Bus Vehicle 0 0 0 0 0
Steam 0 0 0 0 0
Furn. & Fixt. 10 46,039 49,222 54,324 59,561
Small Tools 0 0 0 0 0
Oil Stge Tank 10 3,309 3,538 3,905 4,281
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 , 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 15 9,522 10,180 11,235 12,318
15 YEAR PUBLIC
UTILITY PROPERTY: 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 50 361,748 386,754 426,844 467,996




ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 95,903 102,533 113,161 124,071
Light Trucks 4 49,743 53,182 58,694 64,353
Small Tools 0 0 0 0 0
5 YEAR PROPERTY: 
Mach. & Equip. 10 110,470 118,107 130,349 142,916
Heavy Trucks 7 43,424 46,426 51,238 56,178
Computers 7 33,033 35,317 38,978 42,735
Vessels 18 1,597 1,708 1,885 2,067
Air Craft 7 1,430 1,529 1,688 1,850
Bus Vehicle 0 0 0 0 0
Steam 0 0 0 0 0
Furn. & Fixt. 10 32,844 35,115 38,755 42,491
Small Tools 0 0 0 0 0
Oil Stge Tank 10 2,361 2,524 2,786 3,054
St Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 15 6,793 7,262 8,015 8,788
15 YEAR PUBLIC 
UTILITY PROPERTY: 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 50 258,072 275,911 304,511 333,869




ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 535,366 572,375 631,704 692,608
Light Trucks 4 277,685 296,880 327,654 359,243
Small Tools 0 0 0 0 0
5 YEAR PROPERTY-
Mach. & Equip. 10 616,685 659,315 727,656 797,810
313,606Heavy Trucks 7 242,409 259,166 286,030
217,587Computers 7 184,404 197,151 238,565
Vessels 18 8,918 9,534
8,536
10,522 11,537
Air Craft 7 7,984 9,421 10,329
Bus Vehicle 0 0 0 0 0
Steam 0 0 0 0 0
Furn. & Fixt. 10 183,350 196,025 216,344 237,201
Small Tools 0 0 0 0 0
Oil Stge Tank 10 13,179 14,090 15,551 17,050
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 15 37,920 40,541 44,743 49,057
15 YEAR PUBLIC
UTILITY PROPERTY: 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 50 1,440,652 1,540,239 1,699,894 1,863,782




ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 568,351 607,639 670,624 735,279
Light Trucks 4 294,793 315,171 347,840 381,376
Small Tools 0 0 0 0 0
5 YEAR PROPERTY:
Mach. & Equip. 10 654,679 699,935 772,487 846,963
Heavy Trucks 7 257,344 275,133 303,652 332,927
Computers 7 195,765 209,298 230,993 253,263
Vessels 18 9,467 10,121 11,170 12,247
Air Craft 7 8,476 9,062 10,001 10,966
Bus Vehicle 0 0 0 0 0
Steam 0 0 0 0 0
Furn. & Fixt. 10 194,646 208,102 229,673 251,815
Small Tools 0 0 0 0 0
Oil Stge Tank 10 13,991 14,958 16,509 18,101
'Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 15 40,256 43,039 47,500 52,080
15 YEAR PUBLIC
UTILITY PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 50 1,529,411 1,635,134 1,804,624 1,978,610




ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 1,677,334 1,793,283 1,979,166 2,169,980
Light Trucks 4 870,002 930,143 1,026,557 1,125,529
Small Tools 0 0 0 0 0
5 YEAR PROPERTY-
Mach. & Equip. 10 1,932,110 2,065,670 2,279,788 2,499,585
Heavy Trucks 7 759,480 811,981 896,147 982,545
Computers 7 577,748 617,686 681,713 747,438
Vessels 18 27,939 29,870 32,967 36,145
Air Craft 7 25,015 26,744 29,516 32,362
Bus Vehicle 0 0 0 0 0
Steam 0 0 0 0 0
Furn. & Fixt. 10 574,446 614,156 677,817 743,166
Small Tools 0 0 0 0 0
Oil Stge Tank 10 41,292 44,146 48,722 53,419
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 15 118,805 127,018 140,184 153,699
15 YEAR PUBLIC
UTILITY PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 50 4,513,644 4,825,658 5,325,864 5,839,337




ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 451,798 483,029 533,098 584,540
Light Trucks k 234,339 250,538 276,508 303,190
Small Tools 0 0 0 0 0
5 YEAR PROPERTY:
Mach. & Equip. 10 520,423 556,398 614,072 673,327
Heavy Trucks 7 204,570 218,711 241,381 264,674
Computers 7 155,619 166,377 183,623 201,341
Vessels 18 7,526 8,046 8,880 9,737
Air Craft 7 6,738 • 7,204 7,950 8,718
Bus Vehicle 0 0 0 0 0
Steam 0 0 0 0 0
Furn. & Fixt. 10 154,730 165,426 182,573 200,191
Small Tools 0 0 0 0 0
Oil Stge Tank 10 11,112 11,891 13,123 14,390
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 15 32,001 34,213 37,759 41,403
15 YEAR PUBLIC
UTILITY PROPERTY: 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 50 1,215,771 1,299,814 1,434,547 1,572,975




ASSET CLASS LIFE ! 1982
3 YEAR PROPERTY:
Automobiles 3 84,816
Light Trucks 4 43,993
Small Tools 0 0
5 YEAR PROPERTY:
Mach. & Equip. 10 97,699
Heavy Trucks 7 38,404
Computers 7 29,214
Vessels 18 1,413
Air Craft 7 1,265
Bus Vehicle 0 0
Steam 0 0
Furn. & Fixt. 10 29,047
Small Tools 0 0
Oil Stge Tank 10 2,088
Sp Agr Strct 0 0
10 YEAR PROPERTY:
Mach. & Equip. 0 0
Pollution 0 0
RR Tank Cars 0 0
SF Attractions 15 6,007
15 YEAR PUBLIC
UTILITY PROPERTY:

































ASSET CLASS LIFE ; 1982 1983__________ 1984__________ 1985
3 YEAR PROPERTY:
Automobiles 3 565,579 604,675 667,353 731,694
Light Trucks 4 293,355 313,634 346,144 379,516
Small Tools 0 0 0 0 0
5 YEAR PROPERTY: 
Mach. & Equip. 10 651,486
256,089
696,522 768,720 842,833
Heavy Trucks 7 273,791 302,171 331,304
Computers 7 194,811 208,277 229,866 252,028
Vessels 18 9,421 10,072 11,116 12,188
Air Craft 7 8,435 9,018 9,953 10,912
Bus Vehicle 0 0 0 0 0
Steam 0 0 0 0 0
Furn. & Fixt. 10 193,697 207,087 228,552 250,587
Small Tools 0 0 0 0 0
Oil Stge Tank 10 13,923 14,886 16,428 18,012
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 15 40,060 42,829 47,268 51,826
15 YEAR PUBLIC
UTILITY PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 45 1,521,952 1,627,160 1,795,824 1,968,961




ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 332,612 355,604 392,465 430,303
Light Trucks 4 172,520 184,445 203,564 223,190
Small Tools 0 0 0 0 0
5 YEAR PROPERTY:
Mach. & Equip. 10 383,133 409,618 452,077 495,663
Heavy Trucks 7 150,603 161,014 177,704 194,837
Computers 7 114,566 122,486 153,182 148,215
Vessels 18 5,540 5,923 6,537 7,167
Air Craft 7 4,960 5,303 5,853 6,417
Bus Vehicle 0 0 0 0 0
Steam 0 0 0 0 0
Furn. & Fixt. 10 113,912 121,786 134,410 147,368
Small Tools 0 0 0 0 0
Oil Stge Tank 10 8,188 8,754 9,661 10,593
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 15 23,559 25,187 27,798 30,478
15 YEAR PUBLIC
UTILITY PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 45 895,046 956,918 1,056,108 1,157,928




ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 62,642 66,972 73,914 81,040
Light Trucks 4 32,491 34,737 38,338 42,034
Small Tools 0 0 0 0 0
5 YEAR PROPERTY:
Mach. & Equip. 10 72,157 77,145 85,141 93,350
Heavy Trucks 7 28,364 30,324 33,468 36,694
Computers 7 21,577 23,068 25,459 27,914
Vessels 18 1,043 1,116 1,231 1,350
Air Craft 7 934 999 1,102 1,209
Bus Vehicle 0 0 0 0 0
Steam 0 0 0 0 0
Furn. & Fixt. 10 21,453 22,936 25,314 27,754
Small Tools 0 0 0 0 0
Oil Stge Tank 10 1,542 1,649 1,820 1,995
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 15 4,437 4,744 5,235 5,740
15 YEAR PUBLIC
UTILITY PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 45 168,567 180,220 198,900 218,077




ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 171,157 182,988 201,956 221,427
Light Trucks 4 88,776 94,913 104,751 114,850
Small Tools 0 0 0 0 0
5 YEAR PROPERTY:
Mach. & Equip. 10 197,154 210,783 232,632 255,060
Heavy Trucks 7 77,498 82,855 91,444 100,260
Computers 7 58,954 63,029 69,563 76,269
Vessels 18 2,851 3,048 3,364 3,688
Air Craft 7 2,553 2,729 3,012 3,302
Bus Vehicle 0 0 0 0 0
Steam 0 0 0 0 0
Furn. & Fixt.- 10 58,617 62,669 69,165 75 833
Small Tools 0 0 0 0 0
Oil Stge Tank 10 4,213 4,505 4,972 5,451
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 15 12,123 12,961 14,304 15,684
15 YEAR PUBLIC
UTILITY PROPERTY 
Mach, & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 45 460,576 492,414 543,456 595,851




ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 196,241 209,807 231,554 253,878
Light Trucks 4 101,787 108,823 120,103 131,682
Small Tools 0 0 0 0 0
5 YEAR PROPERTY: 
Mach. & Equip. 10 226,049 241,675 266,726 292,441
114,954Heavy Trucks 7 88,856 94,998 104,845
Computers 7 67,594 72,267 79,758 87,447
Vessels 18 3,269 3,495 3,857 4,229
3,786Air Craft 7 2,927 ' 3,129 3,453
Bus Vehicle 0 0 0 0 0
Steam 0 0 0 0 0
Purn. & Fixt. 10 67,208 71,854 79,302 86,947
Small Tools 0 0 0 0 0
Oil Stge Tank 10 4,831 5,165 5,700 6,250
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 15 13,900 14,861 16,401 17,982
15 YEAR PUBLIC
UTILITY PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 45 528,078 564,582 623,104 683,178




ASSET CLASS LIFE i 1982
3 YEAR PROPERTY:
Automobiles 3 1,170,655
Light Trucks 4 607,197
Small Tools 0 0
5 YEAR PROPERTY:
Mach. & Equip. 10 1,348,470
Heavy Trucks 7 530,061
Computers 7 403,226
Vessels 18 19,499
Air Craft 7 17,459
Bus Vehicle 0 0
Steam 0 0
Furn. & Fixt. 10 400,921
Small Tools 0 0
Oil Stge Tank 10 28,818
Sp Agr Strct 0 0
10 YEAR PROPERTY:
Mach. & Equip. 0 0
Pollution 0 0
RR Tank Cars 0 0
SF Attractions 15 82,917
15 YEAR PUBLIC
UTILITY PROPERTY:

































ASSET CLASS LIFE 1982 1983 1984 1985
3 YEAR PROPERTY:
Automobiles 3 895,557 957,464 1,056,711 1,158,590
600,939Light Trucks 4 464,509 496,619 548,097
Small Tools 0 0 0 0 0
5 YEAR PROPERTY: 
Mach. & Equip. 10 1,031,587 1,102,897 1,217,218
478,468
1,334,572
Heavy Trucks 7 405,500 433,530 524,598
Computers 7 308,470 329,793 363,978 399,070
Vessels 18 14,917 15,948 17,601 19,298
Air Craft 7 13,356 14,279 15,759 17,279
Bus Vehicle 0 0 0 0 0
Steam 0 0 0 0 0
Furn. & Fixt. 10 306,707 327,909 361,898 396,789
Small Tools 0 0 0 0 0
Oil Stge Tank 10 22,046 23,570 26,013 28,521
Sp Agr Strct 0 0 0 0 0
10 YEAR PROPERTY: 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
RR Tank Cars 0 0 0 0 0
SF Attractions 15 63,432 67,817 74,846 82,063
15 YEAR PUBLIC
UTILITY PROPERTY 
Mach. & Equip. 0 0 0 0 0
Pollution 0 0 0 0 0
15 YEAR REAL 
PROPERTY:
Buildings 45 2,409,912 2,576,502 2 ,843,571 3,117,722




ASSET CLASS LIFEj 1982
3 YEAR PROPERTY:
Automobiles 3 710,265
Light Trucks 4 368,401
Small Tools 0 0
5 YEAR PROPERTY:
Mach. & Equip. 12 818,149
Heavy Trucks 7 321,601
Computers 7 244,647
Vessels 18 11,831
Air Craft 7 10,593
Bus Vehicle 0 0
Steam 0 0
Furn. & Fixt. 10 243,249
Small Tools 0 0
Oil Stge Tank 10 17,485
Sp Agr Strct 0 0
10 YEAR PROPERTY:
Mach. & Equip. 0 0
Pollution 0 0
RR Tank Cars 0 0
SF Attractions 15 50,308
15 YEAR PUBLIC
UTILITY PROPERTY:
































ADR i __________ EXPENDITURES (OOP's)____________
ASSET CLASS LIFE 1 1982__________ 1983__________ 1984_________ 1985
3 YEAR PROPERTY:
Automobiles 3 1,000,884
Light Trucks 4 519,140
Small Tools 0 0
YEAR PROPERTY:
Mach. & Equip. 10 1,152,912
Heavy Trucks 7 453,191
Computers 7 344,749
Vessels 18 16,672
Air Craft 7 14,927
Bus Vehicle 0 0
Steam 0 0
Furn. & Fixt. 10 342,779
Small Tools 0 0
Oil Stge Tank 10 24,639
Sp Agr Strct 0 0
i YEAR PROPERTY:
Mach. & Equip. 0 0
Pollution 0 0
RR Tank Cars 0 0
SF Attractions 15 70,892
15 YEAR PUBLIC 
UTILITY PROPERTY:
Mach. & Equip. 0 0
Pollution 0 0



























ANALYSIS OF OPTIONS OF BASIS REDUCTION VS INVESTMENT TAX CREDIT 
REDUCTION ON PERSONAL PROPERTY
In accordance with the ACRS provisions of ERTA, as amended by 
TEFRA, a taxpayer has two options from which to choose in recognizing 
the tax benefits of the depreciation deduction and the investment tax 
credit (ITC). The first option is to receive the full benefit of the 
regular ITC, but reduce the depreciable basis of the personal property 
by one half of the credit claimed. The second option is to reduce the 
regular ITC by two percentage points, and leave the basis of the 
personal property intact. The following analysis was made in order to 
determine which of the two options will optimize the present value of 
the tax benefits of the ITC and the depreciation deduction.
In the analysis, 3-year and 5-year property were looked at 
separately. For each property type, the following assumptions were 
made:
(1) The taxpayer is a corporation.




(3) The taxpayer is subject to the 556 Florida corporate tax in 
addition to the federal tax.







(5) The cost of the property, acquired in 1983, is $100,000.
(6) The corporation does not elect the immediate expensing 
provisions of Section 179 of the Internal Revenue Code.
(7) The ITC if fully usable in the year of property acquisition.
Consistent with these assumptions, the first step in the analysis
was to determine the difference in tax savings resulting from the ITC 
and the depreciation deduction, between the basis reduction option and 
the ITC reduction option. These results are presented in Table 1, 
first for the 3-year property and then for the 5-year property.
Table 2 presents the net present value of the difference in tax 
savings between basis reduction and ITC reduction for 3-year property. 
This difference is calculated as (Tax savings with basis reduction - 
Tax savings with ITC reduction). A positive net present value 
indicates that the present value of the tax savings with basis 
reduction exceeds that with ITC reduction. A negative net present 
value indicates just the opposite. Therefore, if the net present value 
is positive, the taxpayer should choose the basis reduction. If the 
net present value is negative, the taxpayer should choose the ITC 
reduction. As Table 2 illustrates, for all cases examined for 3-year 
property, the benefits of basis reduction exceed the benefits of ITC 
reduction.
Table 3 presents the net present value analysis as described 
above, for 5-year property. In most cases examined in the 5-year 
property analysis, the basis reduction maximized the present value of 
the tax benefits to the taxpayer. Only with the combination of high
287
tax rates and low discount rates did the ITC reduction result in 
present value maximization of the tax benefits.
Table 4 presents a summary of the results from Tables 2 and 3. 
Table 4 indicates, for each combination of tax rate and discount rate, 
the option which maximizes the present value of the tax benefits to the 
taxpayer.
TABLE 1
CALCULATION OF DIFFERENCE IN ITC AND DEPRECIATION DEDUCTION
3-YEAR PROPERTY












1 ITC 6,000 4,000 ' 2,000
1 .25 24,250 25,000 ( 750) .
2 .38 36,860 38,000 (1,140)
3 .37 35.890 37,000 (1,110)
TOTAL 1.00 103.000 104,000 (1,000)
5-YEAR PROPERTY
COL 1 COL 2 COL 3 COL 4 COL 5
ITC AND DEPRECIATION
DIFFERENCE IN
ACRS WITH BASIS WITH ITC TAX SAVINGS
YEAR RATE REDUCTION REDUCTION (COL 3 - COL 4)
1 ITC 10,000 8,000 2,000
1 .15 14,250 15,000 ( 750)
2 .22 20,900 22,000 (1,100)
3 .21 19,950 21,000 (1,050)
4 .21 19,950 21,000 (1,050)
5 .21 19.950 21,000 (1,050)
TOTAL 1.00 105.000 108,000 (3,000)
TABLE 2
NET PRESENT VALUE OF DIFFERENCE IN TAX SAVINGS WITH BASIS REDUCTION VS ITC REDUCTION
3-YEAR PROPERTY
TAX RATE; 46? + 5? = 51%
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7 COL 8
DIFFERENCE IN PRESENT VALUE
DIFFERENCE TAX TAX SAVINGS
YEAR (FROM TABLE 1) RATE (COL 2 X COL 3) 5? 10? 15? 20?
1 2,000 2,000 1,905 1,818 1,739 1,667
1 ( 750) .51 ( 382) ( 364) ( 347) ( 332) ( 318)
2 (1,140) .51 ( 581) ( 527) ( 480) ( 439) ( 403)
3 (1,110) .51 ( 566) ( 490) ( 425) ( 372) ( 328)
TOTAL (1,000) 471 524 566 596 618
TAX RATE: 40? 4 5? = 45?
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7 COL 8
5? 10? 15? 20?
1 2,000 2,000 1,905 1,818 . 1,739 1,667
1 ( 750) .45 ( 338) ( 322) ( 307) ( 282) ( 282)
2 (1,140) • .45 ( 513) ( 465) ( 424) ( 388) ( 356)
3 (1,110) .45 ( 500) ( 432) ( 376) ( 329) ( 289)
TOTAL (1,000) 649 686 711 728 740
TAX RATE: 30? 4 5? = 35?
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7 COL 8
5? 10? 15? 20?
1 2,000 2,000 1,905 1,818 1,739 1,667
1 ( 750) .35 ( 262) ( 250) ( 238) ( 228) ( 218)
2 (1,140) .35 ( 399) ( 362) ( 330) ( 302) ( 227)
3 (1,110) .35 ( 389) ( 336) ( 292) ( 256) ( 225)
TOTAL (1,000) 950 957 958 953 947
TABLE 3
NET PRESENT VALUE OF DIFFERENCE IN TAX SAVINGS WITH BASIS REDUCTION VS ITC REDUCTION
5-YEAR PROPERTY
_______________________________ TAX RATE: 46% + 5% = 51%______________________________
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7 COL 8
5% 10% 15% 20%
1 2,000 2,000 1,905 1,818 1,739 1,667
1 ( 750) .51 ( 382) ( 364) ( 347) ( 332) ( 318)
2 (1,100) .51 ( 561) ( 509) ( 464) ( 424) ( 390)
3 (1,050) .51 ( 536) ( 436) ( 402) ( 352) ( 310)
4 (1,050) .51 ( 536) ( 441) ( 366) ( 306) ( 258)
5 (1,050) .51 ( 536) ( 420) ( 333) ( 266) ( 215)




COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7 COL 8
5% 10% 15% 20%
1 2,000 2,000 1,905 1,818 1,739 1,667
1 ( 750) .45 ( 338) ( 322) ( 307) ( 294) ( 282)
2 (1,100) .45 ( 495) ( 449) ( 409) ( 374) ( 344)
3 (1,050) .45 ( 472) ( 408) ( 355) ( 310) ( 273)
4 (1,050) .45 ( 472) ( 388) ( 322) ( 270) . ( 228)
5 (1,050) .45 ( 472) ( 370) ( 293) ( 235) ( 190)
TOTAL (3,000) ( 249) ( 32) 132 256 350
TAX RATE: 30% + 5% = 35%
COL 1 COL 2 COL 3 COL 4 COL 5 COL 6 COL 7 COL 8
5% 10% 15% 20%
1 2,000 2,000 1,905 1,818 1,739 1,667
1 ( 750) .35 ( 262) ( 250) ( 238) ( 228) ( 218)
2 (1,100) .35 ( 385) ( 349) ( 318) ( 291) ( 267)
3 (1,050) .35 ( 368) ( 318) ( 276) ( 250) ( 213)
4 (1,050) .35 ( 368) ( 303) ( 251) ( 210) ( 177)
5 (1,050) • 35 ( 368) ( 288) ( 228) ( 183) ( 148)








555 1055 1555 2055
.51 BASIS BASIS BASIS BASIS
.45 BASIS BASIS BASIS BASIS




555 1055 1555 2055
1 .51 ITC ITC BASIS BASIS
.45 ITC BASIS BASIS BASIS
.35 BASIS BASIS BASIS BASIS
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